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Durtnc the past ten years, more has 
159 | been written about foreign trade, per- 
haps, than any other single subject. 
1 | In the United States the discus- 
sion has centered about the over- 
ier | night change from a debtor to a cred- 
itor nation, the startling changes to be 
expected in the relative volume of ex- 
1% | ports and imports, and the various 
eflects of debt repayment by foreign 
countries. Time after time we have 
been told that international debts can 
be paid only in goods and services, and 
1s] | that our new creditor status will likely 
result in a flood of merchandise imports 
19g | inexcess of exports. The unusual em- 
phasis placed on such points has had 
the very desirable result of impressing 
them indelibly on the public mind, but 
the very vehemence of the discussion 
has tended, through its overemphasis, 
to create the impression in some quar- 
ters that export trade is no longer im- 
portant nor desirable. Such, of course, 
is not the case, either from the stand- 
point of the individual exporter, or the 
nation as a whole. To the exporter the 
foreign trade market is apt to appear 
merely as an additional market to in- 
crease sales, and thereby permit large- 
scale production, or as an outlet in 
times of emergency for surplus stock 
which cannot be disposed of at home. 
Although domestic consumers may 
benefit appreciably by this practice 
because it permits the same producers 
to sell at lower prices in the United 
States, the real gain comes to the 
nation as a whole, for to the nation as 
a whole exports provide a means of 
securing the largest amount of satis- 
factions with the least expenditure of 
effort—a result which is accomplished 
by exchanging domestic goods pro- 
duced with great efficiency for those 
produced at great advantage in foreign 
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countries. Exports are, in reality, the — 

price paid for imports, therefore the 
nation should be as vitally interested 
in its exports as the individual is in his 
expenditures. 

During the war, many revolutionary _ 
changes occurred in foreign trade. — 
While some of these rested on fun- — 
damental factors such as_ technical 
changes in manufacturing methods, 
greater industrialization of certain sec- 
tions, or opening up of new sources of 
raw materials, others were directly 
traceable to disturbances created by 
the war and were destined to disappear 
with the return of peace. Enough 
time has now elapsed to permit an 
analysis of these changes and a sift- 
ing of the temporary from the per- 
manent. Accordingly the attempt is 
made in this volume to show the pres- 
ent status of our export trade and to 
discuss the influence of various gov- 
ernment policies on such trade. We 
have preferred to show the present 
status by a consideration of individual 
commodities, and have selected for 
special treatment not only those that 
have been most important in point of 
value, but also those that seem to 
present some special problem, such as 
foreign competition, or those that have 
shown very rapid growth in recent 
years. 

If we are to have a definite national 
policy toward export trade it can be 
formulated only after answering the 
following questions: What are our lead- 
ing exports? Why do we excel in the 
production of such goods? What pro- 
portion of our production is sold 
abroad? Is the demand merely tem- 
porary, or is it apt to be permanent? 
What obstacles are encountered in 
selling these goods abroad, and what 
is the source of greatest competition? 
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It has not been possible in all cases to 
secure answers to these questions, but 
in so far as it has been done, the task 
of formulating a national policy is made 
easier. 

In discussing the relationship between 
government action and markets, the 
attempt has been made to keep three 
questions foremost: What is now being 
done by government along particular 
lines, such as the tariff, information 
service, etc? What is the effect of such 
action on export trade? How should 
the present policy be changed? Al- 
though there is much room for dis- 
agreement on the second and third 
points, it is believed that the presen- 
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tation of the facts with respect to the ¥ 


first query will be of considerable ajq 
in answering the others. 
Acknowledgments for assistance jp 
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editor of The Annals of the American 
Academy of Political and Social Science: 
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reau of Foreign and Domestic Con. 
merce; Dr. Harry T. Collings and Dr, 
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tributed the various articles. 
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Their Relation to Public 


By Raymonp T. Bye, Pa.D. 


N considering any economic phe- 
nomenon, or any question of 
public policy, it is important to dis- 
tinguish between the interests of par- 
ticular individuals or groups, and those 
of the nation as a whole. It might be 
thought that what is good for any one 
class in the community must also be 
good for the community at large, since 
each one of us is a part of the whole; 
but such is not necessarily the case. It 
may be good for the holders of railway 
stocks that railroad rates should be 
very high, but this would hardly be ben- 
eficial to the rest of the community; 
and a destructive earthquake gives 
luerative business to contractors and 
builders, but it is a great disaster to 
other citizens. It behooves us, there- 
fore, to view the interests of society at 
large in the broadest possible way, if 
we are to come to correct conclusions 
about any economic matter. 

It is particularly difficult to maintain 
this disinterested and broad viewpoint 
in considering questions of interna- 
tional commerce, because the phe- 
nomena of foreign trade extend over so 
wide a region, and are so intricate, that 
they can easily be misunderstood and 
confused. Hence popular notions on 
the subject are filled with misconcep- 
tion and error, and national policies are 
frequently ill-advised. It is generally 
admitted, for instance, that the pro- 
tective tariff duties which have long 
prevailed in the United States have 
been levied not so much upon consid- 
erations of national welfare as upon 
the pressure exerted on congressional 
committees by influential business 
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interests. We must avoid aconfusion _ 
of private with public gain if we are to _ 
appreciate justly the significance of 
foreign markets to the people of the __ 
United States. It is apparent that if — 
an American producer can find new _ 
opportunities to dispose of his wares — 
abroad, in addition to the sales he can 
normally expect to domestic consumers, — 
his prosperity will be increased by such _ 
expansion. But the gain to a nation 
from its foreign commerce is neither so 
direct nor so obvious as this, and can _ 
be understood only after careful analy- 
SIS. 

Unfortunately, popular thinking, as 
well as that of many of our leading 
statesmen, is still clouded with the 
Mercantilist doctrine that the gains 
from international trade consist mainly 
of monetary profits. According to 
this way of thinking, the advantage 
derived by a country from its commerce 
with other countries is to be measured 
by the excess of its exports over its im- 
ports, the difference being the nation’s 
profit. Such an excess is therefore 
regarded as a “favorable” balance of 
trade, as distinguished from an excess 
of imports, which is thought to be 
“unfavorable.” It would follow 
from this reasoning that the main 
function of export markets, from a na- 
tional point of view, is to establish such 
a “favorable” balance, in order that 
the nation’s profit might be as great as 
possible. It would be wise policy, 
therefore, to expand foreign markets 
in every direction, and governments 
would be warranted in taking energetic 
measures to encourage such expansion 
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of exports, while discouraging the im- 
portation of goods from abroad. Such, 
to a considerable degree, has been the 
traditional policy of the American 
government, and it appears to be the 
policy of the present administration. 

Every economist understands that 
such is not the real nature of the gains 
from international trade, and that the 
establishment of an excess of exports 
_ over imports is not normally the reason 
_ why foreign markets are desirable. 
The main advantage of international 
trade to a country consists in the fact 
that by trading its products for those 
of other countries, it can get more of the 
latter than it would be able to produce 
for itself. Thus the really useful con- 
tribution of foreign markets to our 
_ welfare consists in the fact that they 
give to us a means of buying foreign 
merchandise of which we are in need. 
The advantage of our exports is to be 
_ measured, therefore, not by their ex- 
_ cess over imports, but by the amount 
and character of the imports which 
they bring to our shores. Further an- 
alysis of the nature and mechanism of 
international trade will help to make 
this clear. 

Modern industry is characterized by 
the principle of division of labor, a 
principle which is world-wide in its 
scope. Some persons are qualified 
to do one thing, some another. It has 
been found that if each one specializes 
_ on his particular product, then ex- 
_ changes it for the products of his fel- 
lows, the wealth of all is promoted. So 
the bricklayer lays bricks day in and 
_ day out, and sells his bricks for mon- 
_ ey; then with the money he purchases 
clothing, food and other commodities 
which other specialists, meanwhile, 
have been makingforhim. It is a proc- 
ess of exchange. In this way he gets 
more and better clothes, meat, vege- 
tables and so on than he could possibly 
have produced for himself; and no one 
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would seriously propose the abolition 
of this system of specialization and ex. 
change for the more primitive industry 
where each household was independ- 
ently producing everything which it 
needed to consume. Likewise it js 
found that some nations are better 
fitted, because of their climate, re- 
sources, or the character of their 
people, to produce certain articles than 
others. The coal and iron deposits of 
the United States, coupled with the 
inventive genius of our people, make 
us superior in the production of certain 
manufactured goods, such as agricul- 
tural machinery. On the other hand, 
the people of China are in a better po- 
sition to produce silks than we. It is 
to the advantage of both countries that 
we should exchange our machinery for 
Chinese silks. Thus a trade in these 
commodities has sprung up between 
the two nations. The significance to 
the United States of her market for 
agricultural machinery in China, there- 
fore, consists not so much in the sale of 
the machinery as in the fact that it pro- 
vides a means of purchasing the silk. 
This illustration is typical of interna- 
tional trade the world over. Each 
country concentrates on its special- 
ties, which it exports in return for the 
specialties of the others. The exports 
of each are the means of purchasing its 
imports. Each sells in order that it 
may buy. 

The mechanism by which this ex- 
change is effected can be described by 
pursuing the agricultural implements 
and silk illustration a little further. 
Suppose that the American manufac- 
turer has sold agricultural machinery 
to a Chinese importer of such goods to 
the value of $25,000. How is the Amer- 
ican to receive payment of this sum? 
The usual way is for him to draw up 
a bill of exchange, which is simply an 
order upon the Chinese debtor to pay 
the amount due, on thirty days’ notice, 
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or at whatever time has been mutually 

between them. The American 
can sell this draft to a banker or broker 
whose business it is to deal in foreign ex- 
change. The latter pays him for it at 
once, and the American has his money. 
He may not get quite as much as the 
full face value of his draft, for bills upon 
China may be selling at a slight dis- 
count, or the dealer may charge a small 
commission for his service in disposing 
of it; but the exporter is willing to ac- 
cept a little less than $25,000 to avoid 
the trouble and expense of having to 
collect the money in China and trans- 
fer it to the United States. Why does 
the banker or broker buy the draft? 
Not for the purpose of collecting the 
money in China and bringing it to the 
United States, but in the expectation 
of selling it to some one who has pay- 
ments to make to that country. There 
may be, for instance, an American im- 
porter of silks, which, to make the illus- 
tration as simple as possible, may also 
be assumed to have a value of $25,000. 
This importer is seeking some means of 
remitting that sum to his Chinese cred- 
itor. The foreign-exchange dealer has 
a draft for that amount, payable in 
China. He sells it to the importer, at 
a very small profit, who sends it to the 
Chinese silk exporter from whom he 
The latter, act- 
ing probably through his bank, can now 
present it to the Chinese importer of 
machinery upon whom it was origi- 
nally drawn, and receive his money. 
Now both the American importer and 
the Chinese importer have paid their 
debts, and the exporters in both coun- 
tries have received what was due them; 
yet no money was actually shipped be- 
tween the two countries. Through 
the mechanism of the foreign-exchange 
markets, the goods we imported from 
China were offset against those which 
we exported, and the debts were there- 
by cancelled. Thus our exports of 
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machinery furnished the exchange with 
which we paid for our silks. We pur- 
chased our imports with our exports. 

This is typical of the trade between 
nations in all commodities the world 
over. The transactions are not always 
quite so simple as the one which has 
been described, but the principle is the a 
same. Sometimes the bankers who 
purchase the foreign drafts send them 
at once to their correspondent banks _ 
abroad, which collect the sums due 
from the drawees. The original bank 
then has deposits to its credit in a for- 
eign bank, upon which it can draw its 
own bills as needed and sell them to 
importers who wish to remit sums to 
their foreign creditors. Sometimes the 
offsetting process is triangular, involv- 
ing three or even four countries. The 
United States, for instance, pays for 
coffee which she imports from Brazil by 
means of manufactured products which 
she sells to England, England, in turn, 
using the credits she obtains from the 
sale of goods to Brazil to offset her debt 
to the United States. However, no 
matter what form the mechanism of 
international trade may take, nor how 
complex the transactions may be, the 
process proves, upon analysis, to be an 
exchange of goods for goods, in which 
the actual movement of money plays a 
very small part. Bills of exchange 
constitute a sort of international cur- 
rency, and the foreign-exchange mar- 
kets a kind of clearing house, by means 
of which money payments are avoided, 
and goods are offset against goods. 

This principle applies not only to the 
material commodities which enter into 
international trade, but also to serv- 
ices. For instance, each year a large 
number of American tourists go jour- 
neying abroad, and in their travels 
they purchase hotel accommodations, 
buy railway tickets, hire guides, and so 
on. How do they pay for them? 
Usually, before leaving the United 
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States, they make arrangements with 
some bank or express company for let- 
ters of credit or travelers’ checks, 
which they can cash upon presentation 
at certain banks or other financial 
offices in Europe. These letters of 
credit or travelers’ checks are simply 
foreign drafts, similar to the bills of 
exchange already considered. The 
American banks which sell them have 
established credits in foreign banks 
through the previous purchase of ordi- 
nary commercial bills of exchange on 
the foreign countries, and it is against 
these credits that they draw in furnish- 
ing funds to the tourists. Since the 
credits were created in the first 
place by the sale of American goods 
by some exporter to a foreign buyer, 
it appears that the travelers are 
really paying for their pleasure trip 
abroad by American exports fur- 
nished to Europe. Europe’s services 
to our travelers are being offset by our 
sales of merchandise to Europe. Like- 
wise, when Americans buy marine in- 
surance from an English company, 
such as Lloyd’s, they pay for it in bills 
of exchange created by our sales abroad; 
and if we carry merchandise for for- 
eigners in American merchant vessels, 
they pay the American line in exchange 
created by the sale of some goods to 
this country. 

It is the same with international 
debts. Suppose that American cap- 
italists are investing their funds in a 
Bolivian oil development project, a 
kind of transaction which is often re- 
ferred to as the “exportation of cap- 
ital.” How is this “capital” “export- 
ed?” What happens here is that the 
American buys the securities of the 
foreign oil company from an American 
underwriting syndicate. This syndi- 
cate of bankers then has funds to remit 
to Bolivia, which it will do by purchas- 
ing foreign exchange, either on Bolivia 
or on some country, such as England, 
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to whom Bolivia owes money, and ty 
whom, therefore, Bolivia would be 
glad to remit the bills. This means 
that the American loan of funds (jp. 
vestment) to Bolivia took the form of 
goods exported to her or to some other 
country, again showing that inter. 
national trade is fundamentally ap 
exchange of goods. In this case, how. 
ever, the connection between invest. 
ment abroad and the exportation of 
merchandise might be even more close 
than has already been indicated. The 
Bolivian oil company, probably, would 
need certain machinery and supplies, 
such as derricks, drills, pipe, steel 
tanks, tank cars, steel rails, etc., which 
could be most readily secured in this 
country. Then the American under. 
writing syndicate, upon the sale of the 
Bolivian securities to investors, instead 
of remitting exchange to Bolivia, would 
simply establish credits here upon 
which the Bolivian company could 
draw. The company would thereupon 
use these funds for the purchase of the 
needed supplies from American manu- 
facturers. Our investment in the Bo- 
livian oil project would then literally 
take the form of a direct exportation of 
material capital to that country. 
Suppose that, after the passage of 
some years, the Bolivian development 
having proceeded to the point where it 
is making profits, dividends must be 
remitted to the American investors. 
This time bills of exchange would move 
in the opposite direction, the Bolivian 
company finding it necessary to pur- 
chase American exchange in the foreign 
exchange market. These bills of ex- 
change would probably have been 
created by Bolivian oil shipped to for- 
eign purchasers, thereby giving the 
Bolivian sellers the right to draw on 
foreign debtors. Thus the Bolivian 
payments to the United States would 
take the form of oil exported to us, or 
to some other part of the world. Many 
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other examples of international trans- 
actions could be cited, but enough have 
been described to make clear the mech- 
anism of exchange between nations. It 
should now be clearthat this mechanism 
js essentially the same no matter what 
the particular international transac- 
tion involved may be, and it involves 
always the principle that payments be- 
tween nations take the form of goods— 
ie. of commodities and services— 
through the offsetting of bills of ex- 
change. 

If a country’s imports and exports 
of merchandise and of services were 
always exactly equal, they could en- 
tirely be offset one against the other in 
this way, and the mechanism of ex- 
change would suffice to make all the 
payments required, without the use of 
any money atall. Buta situation may 
arise—indeed, it is continually arising— 
in which there is a balance on one side 
or the other. At one time there may 
be a surplus of exports, at another an 
excess of imports. In this case the off- 
setting mechanism cannot clear the 
market, and money payments may 
then be resorted to. Suppose, for in- 
stance, that the United States exports 
of commodities and services combined 
exceed her purchases, and exceed any 
sums payable abroad on account of new 
investments, interest on loans, or other 
items. In such a case, American ex- 
porters will have more bills of exchange 
for sale than buyers of them require. 
Such an oversupply of foreign exchange 
will cause its price to fall. A £1000 
draft on England, for example, which 
ordinarily would be worth about $4866, 
would then drop in value to say $4850, 
and foreign exchange is then at a dis- 
count. Now if this condition contin- 
ues for any appreciable length of time, 
holders of exchange will be unable to 
dispose of their drafts through the 
usual channels without making the 
price so low as to incur considerable 
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loss. Rather than do this, they will 
send their drafts abroad for collection, 
cash them in foreign gold, bring the 
gold to the United States, and have it 
coined into dollars. Thus gold will 
flow into this country to settle the bal- 
ance. As this gold finds its way into 
our banks, according to the prevailing 
economic theory, it will cause more cur- 
rency to circulate, and this increase in 
currency will cause our prices to rise; 
for when people have more money to 
spend, and no more commodities to 
spend it on than before, each commodi- 
ty will exchange for more dollars than 
previously. But this is a condition 
which would not be likely to prevail 
for very long. As our price level got 
higher, our products would become 
more and more expensive for foreign 
buyers, and they would not find it advan- 7 
tageous to purchase as much of them as a 
before. Our exports, accordingly, would 

tend todecline. Onthe otherhand,as 


buy more goods abroad. Our imports, 
therefore, wouldtendtoincrease. This == 
decline of exports and increase of im- 
ports would go on until the equilibrium — 4 
between them was restored. Thetwo _ 
sides of our international account 
would then balance, imports would 
just pay for exports again, and the 
movement of gold into this country 
would cease. Suppose, on the other 
hand, that we had an excess of imports, 
instead of exports. In that case the 
demand for foreign bills of exchange 
with which to make payments abroad 
would exceed the supply of them, and 
their price would rise until it became 
cheaper to make remittances in gold. 
Gold would flow out of the country, _ 

and prices would fall until caligene 

found our market a cheap one in which 
to buy, while foreign markets would 
become relatively dearer for us. Ex- 
ports would then increase, and imports 
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would fall off until equilibrium was 
restored. Again gold would cease to 
flow, and imports would pay for ex- 
ports as before. 

It appears, then, that there are cer- 
tain forces of international trade at 
work, whose normal operation is to 
bring about an equilibrium of the im- 
ports and exports (of commodities and 
services) of each country. This serves 
to reinforce the statement already made, 
that the principle function of foreign 
markets is not to make profits for Amer- 
ican business men, nor to bring money 
into this country, but to bring in goods 
which we can procure to greater advan- 
_ tage abroad than at home. It reveals 
 ¢learly, also, the fallacy of the Mercan- 

- tilist doctrine, for it demonstrates the 
undesirability and even the impossi- 
_ bility of maintaining continuously a 
_ balance of trade that will bring money 
into a country. If we sell annually to 
other nations more than we buy from 
them, money will flow in for a time, it 
is true; but of what use is this money? 
_ Money is not good to eat, we do not 
wear it, nor make any direct use of it. 
It is valuable to us only when we ex- 
change it for other things. If we accu- 
mulate a large quantity of money in our 
country, it merely raises our prices, 
_ without increasing our wealth, and the 

_ only useful thing we could do with such 


- surplus of it would be to buy things 


with it abroad. If we import com- 
modities, however, instead of money, 
we increase our wealth with each new 
good that comes to our shores, and that 
is to our manifest advantage. 

This summary of the principles of 
international trade reveals that exports 
are of no more importance to a nation 
thanimports. Both are equally signifi- 
cant, for neither one is possible, in the 
long run, without the other. If it is 
wise policy to encourage exports, 
therefore, it is equally wise policy to en- 
courage imports, for an increase in 
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either one should lead to an increase in 
the other. But it is ordinarily unwise 
and disadvantageous to seek to promote 
the one while seeking to restrict the 
other. To a certain extent the inter. 
national trade of the world can be de- 
pended upon to seek its most economi- 
cal channels, to the mutual advantage 
of all nations concerned, without any 
particular encouragement or interven- 
tion by governments. If the United 
States can produce steel rails more 
efficiently than other countries, that 
fact will become apparent through the 
greater cheapness of our product, and 
foreign railway executives, seeking to 
equip their lines at the least possible 
expense, will naturally come here to 
buy. These purchases will create, in 
this country, a supply of exchange on 
the foreign country which will encour- 
age imports into the United States 
from it. If there is some product 
which it can produce more cheaply 
than we, the imports will naturally 
take that form. So, in our trade with 
all nations, each, seeking its own eco- 
nomic advantage, is led to produce that 
in which its productive resources are 
most efficient, and to buy from the 
other those things in which they are 
more efficient than it. Each gains by 
that specialization. 

It does not follow, however, that 
governments may not wisely take 
measures to promote such exchange. 
The restrictions placed on the free move- 
ment of international trade by some 
governments, through protective tar- 
iffs, bounties, embargoes and other 
measures, interfere with the interests 
of other nations. It may therefore be 
advisable for other governments to seek 
peaceable means whereby such restric- 
tions may be mitigated or entirely 
removed. Moreover, there may be ob- 
stacles of another sort to the free move- 
ment of goods which governments may 
help to clear away. The ignorance of 
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Americans about opportunities in for- 
eign markets, and of foreigners about 
opportunities in our markets, may pre- 
yent the most economical flow of trade. 
Hence the use of the consular service, 
and the efforts of departments of com- 
merce or other agencies to disseminate 
trade information, may be of great 
value. But in taking such steps, 
governments should bear in mind that 
international trade is reciprocal, and 
that a nation cannot sell if it will not 
buy. There is danger that every effort 
will be made to encourage exports, 
while imports are not encouraged, or 
are even restricted. 

Such is exactly the policy of the 
American Government at the present 
time. Our Department of Commerce, 
along with some excellent activities, is 
giving every assistance to American 
exporters in extending their markets 
abroad. One of the chief duties of our 
consuls in foreign lands is to supply in- 
formation regarding opportunities for 
the sale of American products in the 
countries where they are stationed. 
From time to time Congress establishes 
such organizations as the Grain Export 
Corporation, whose purpose is to facil- 
itate the disposal of surplus American 
products in other parts of the world; 
and other projects of similar sort are 
agitated from time to time, as in the 
MecNary-Haugen bill recently before 
Congress. At the same time, we are 
now maintaining the highest protec- 
tive tariffs in our history. The avowed 
object of such tariffs is to hinder the 
importation of foreign-made products 
into the United States. Our Depart- 
ment of Commerce and our consular 
service are not making efforts to show 
American business men how they may 
buy to advantage abroad, and, were 
they to do so, the probabilities are that 
the officials responsible for such activ- 
ities would speedily lose their jobs. In 
other words, our government, and the 
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public generally, are still largely im- 
bued with the erroneous principles of 
Mercantilism. This policy is very 
closely akin to the effort to lift one’s 
self by his bootstraps. It is impossi- 
ble of successful accomplishment. If 
we endeavor to promote exports ac- 
tively while at the same time restrict- 
ing imports, the ultimate result can 
only be to check the exports, because © 
of the lack of means to buy our goods 
on the part of the foreigner. He can- | 
not purchase from us unless he pays in © 
merchandise or in gold. If we do not, 
by our purchase of his wares, furnish _ 
him with a supply of exchange on the 
United States with which he can pay = 
far our goods, he must make the pay- 
ment in gold. If he pays in gold (of © 
which we already have far too much in 
this country) our bank reserves are in- 
flated, credit expands, prices rise, and 
our goods become increasingly expen- 
sive for the foreign buyer. Thus our 
export markets tend to be restricted by | 
our high price level. 
So far the discussion has dealt with _ 
normal conditions, and has set forth — 
the principles of international trade _ 
which apply generally to the commer- © 
cial relations among nations. But 
conditions are frequently abnormal, 


Circumstances may and do arise, for ES 
instance, where it is particularly urgent | 
for a country to develop its exports. 
The development of foreign sales mar- 
kets then becomes of paramount impor- 
tance. Such a situation confronts i. 
number of the countries of Europe to- — 
day. Germany is in the position of 
having to make heavy reparation 
ments to the Allied nations, especially — 
Great Britain and France. Great 
Britain, France, Italy, and some a; 
countries are similarly in a position 
where they must make substantial pay- a 


e in 
10te 
the 
ter- 
de- 
mi- 
age 
any 
en- 
ted 
ore 
the 
and 
to 
ible 
on 
ur- 
ply 
ly | 
ith 
nat 
are 
are 
rat | 
ke | 
ve- | 
me 
ar- | 
1er 
ek 
ic- 
sly 
»b- 
a 


ments of interest and principal on their 
debts to the United States, which arose 
through the huge loans we made to 
them during the war. These payments 
must be made in the same way as pay- 
ments arising through the usual course 
of trade, as previously described in this 
essay. The sums are too large to be 
made in gold; they must be made in 
goods, or in services. To pay France, 
Germany must be able to buy French 
exchange. A supply of such exchange 
can come only from German merchants 
who have sold goods to France (or to 
some other country which in turn has 
sold goods to France), and who are 
therefore in a position to draw upon 
their French debtors. Thus the repa- 
ration payments will take the form of 
commodities and services exported 
from Germany. Similarly, the Allied 
countries can pay interest to the United 
States only by securing a supply of bills 
of exchange on the United States, 
_ which bills arise through the exporta- 
_ tion of goods to us or to some other 
countries, such as those in South 
America, which in turn ship goods to 
us. Consequently, the ability of the 
_ European countries to pay their debts 
and restore their credit in the financial 
_ markets of the world depends on their 
finding markets abroad for their ex- 
ports. On the other hand, the impor- 
tation of goods by such countries is an 


-_ @bstacle to the payment by them of 


what they owe. Such imports create 


an additional demand for the much- 


_ wanted foreign exchange, and embar- 
rass the governments in their efforts 
to find means of paying their debts 
abroad. It is only by maintaining a 
_ large surplus of exports over imports 
that the payments can be made. It 
_ is sound policy for such governments, 
therefore, to encourage the develop- 
_ ment of foreign markets by all suitable 


f = means, in order that exports may in- 
__ erease, and to restrict imports as much 
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as possible by the imposition of protege. 
tive tariffs and similar measures. 

But these considerations do not ap. 
ply to the United States at the present 
time. We are not in the position of 
having to make large payments abroad, 
but of having to receive them. These 
receipts must take the form of commod.- 
ities purchased by us from abroad, or 
of services sold to us by foreigners. [If 
we are sincere in our avowed intention 
to collect the interest and principal on 
our loans to Europe, therefore, we 
should encourage imports and discour- 
age the expansion of our foreign sales 
markets as much as possible, instead of 
pursuing the exactly opposite policy, 
as we are doing at present. If we are 
not willing to accept the imports, we 
should not attempt to collect the debts, 

There are other circumstances in 
which export markets become of par- 
ticular significance in a nation’s inter- 
national trade. One such case is 
where a country is in the early stages 
of foreign investment. When a coun- 
try is accumulating a considerable sur- 
plus of capital, and the rate of interest 
within its borders is on that account 
relatively low, it is likely to seek oppor- 
tunities for investment in other parts 
of the world, where industrial develop- 
ment has not proceeded so far, where 
capital is scarce, and where the oppor- 
tunities for a larger interest yield are 
therefore more promising. It has al- 
ready been shown that such foreign in- 
vestment necessitates payments to for- 
eign countries, which payments create a 
demand for foreign exchange, and stimu- 
late the exportation of merchandise. 
Such an “immature” creditor nation, as 
it is called, consequently will normally 
have an excess of exports over imports, 
or a so-called “favorable” balance of 
trade. The export surplus, in this case, 
represents the net amount of its foreign 
investments. In such a case, foreign 
markets for the products of the country 
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rtec- concerned assist the process of invest- 
ment materially, by supplying the 

8 | exchange with which the payments 
sent | broad can be made. During this 
nof | “immature” lending period, therefore, 
oad, export markets are of more significance 
hese than purchase markets. After the 
n0d- process of investment has gone on for 
, or a considerable period, however, such 
. a nation passes into the position of a 

tion | “mature” creditor. By this time its 
| on foreign investments have begun to 
Wwe yield substantial returns, and the an- 

our | nual receipts of interest and dividends, 
ales coupled with amortization of the orig- 
d of inal capital, cause the incoming pay- 
Y, | ments to exceed the annual new invest- 
are | menis. These incoming payments, the 
we | reader will now understand, take the 

rts. form of goods. Hence there is a tend- 
| ency toward an “unfavorable” bal- 

at- | ance, in which the imports exceed the 


exports. The situation is not, in fact, 
| disadvantagous, but quite the reverse; 


8° | for the country is now receiving an 
un- | annual increase in wealth, in the form 
ur | of goods, which increase is the fruits 
est | ofits past investment. In such a case, 
unt | of course, export markets are of less 
or | concern, so far as its foreign loans are 
ts | concerned, than imports; for the receipt 
°P | by the investors of the returns on their 
ere | investments is dependent on the will- 
ingness of domestic buyers to make 
are {purchases abroad. 

al- | " Prior to the World War, the United 
l- | States was a debtor nation. That is, 
oF | our industries had been financed in con- 
€a | siderable part by foreign capitalists, 
l- | who had invested their funds in the 
s€. | stocks and bonds of our great indus- 
| trial corporations. These corpora- 
lly | tions had annually to remit great sums 
ts, | in dividends and interest and amorti- 
of | zation payments to their foreign cred- 
*®, | itors. Consequently there was a great 
| demand for foreign exchange, which had 
| to be supplied by our exporters. Dur- 
TY | ing this period, therefore, it was normal 
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for us to have a “favorable” trade bal- 
ance, and the maintenance of foreign __ 
markets for our exports was essential sa 
to the continuance of this balance. ae 
During and immediately after the _ 
World War all this was changed. 
Through the enormous loans which 
made to the Allied governments during 
the war, and through the heavy invest-_ ae 
ments of private capitalists in foreign _ 
enterprises, we became a creditor na- 
tion. We have been passing through | 
the “immature” lending period — 
unexampled rapidity, and are rapidly “4 
reaching a “‘mature”’ position, if on 
have not in fact already attained it. — 
During the “immature” period, our _ 
large export balance continued, and _ a 
was even greater than before; but 
within the past few months the imports _ a 
have begun to exceed the exports. This 
is an indication that we are now begin- _ 
ning to realize on our investments, and 
that, therefore, the maintenance of ex- | 4 
port markets has not the importance © 

for us, as a nation, that it formerly may i 


& 


have had. a 


But now it may be well to consider, # 
for a moment, the interests of partic- — 
ular individuals, and see how they are 
related to the interests of the whole — S 
community. In this process of tran- 
sition to an “unfavorable” trade bal-— 
ance, certain American producers are _ 
likely to be affected adv ersely i in one of 
two ways. If we import increasing 
quantities of goods now already being 
manufactured or grown in thiscountry, 
the domestic producers of such com- ial 
modities will feel the effects of this com- 
petition, and may suffer considerable . 
loss. If our exports decline, American FS ; 
manufacturers of commodities for ex- 
port will find the demand for their prod- fe as 


ucts decreasing and will struggle to Ls 
maintain their foreign markets. Both _ 
of these groups may be expected to 
bring pressure to bear upon our gov- 
ernment to increase our foreign markets _ 
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and to shut out the imports. Such 
pressure has, in fact, already been ex- 
erted, and is undoubtedly a factor in, 
if not the main reason for, the present 
foreign trade policy of the United 
States. It is desirable, from the 
standpoint of national welfare, that 
we should reap the advantages of in- 
creasing wealth made possible by our 
creditor position; but that we should 
do so with as little disturbance to indi- 
vidual businesses as possible. It is 
conceivable that the disturbances 
might be so serious as to outweigh the 
benefits. It is perhaps possible, and 
if possible it is certainly desirable, that 
the excess of imports necessary to the 
receipt of the payments due us might 
be achieved without decreasing our 
exports, if the imports can be increased 
sufficiently. If so, then we should 
seek to maintain what foreign markets 
we now have, but without making any 
_ great efforts at immediate expansion. 
It is also conceivable that the imports 
might take the form of goods from 
tropical or oriental climes of a sort not 
produced in the United States. This 
would free our producers from the com- 
petition of foreign wares, and would 
lessen the internal disturbance. Wheth- 
er or not the full advantages of our 
creditor position can be reaped by 
such methods is a matter upon which 
competent authorities may differ; 
but to the extent that it is possible it 
should be attempted. At any rate, 
the present trade position of the United 
States does not warrant the prevailing 
policy of attempting to expand our 
foreign markets while preventing im- 
ports as energetically as we can. 

There is yet another situation which 
may arise in which the maintenance of 
foreign markets becomes of consider- 
able importance. If a nation has de- 
veloped an advantagous international 
trade, following the principle of geo- 
graphical division of labor, and has come 
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to depend on certain foreign markets 
as the outlet for its specialties, a tem. 
porary disaster in such foreign markets 
may seriously affect the exporting na. 
tion. Something of this sort has hap. 
pened to certain of the farm produets 
of the United States, and is partly— 
but by no means wholly—responsible 
for the present difficulties of American 
agriculture. The American farmer has 
always depended upon Europe to pur- 
chase his surplus of wheat and other 
crops. In response to the war demand 
he expanded this exportable surplus 
considerably. After the war the se- 
vere economic depression in Europe, 
which reduced the buying power of the 
foreign consumers, adversely affected 
this market, to the injury of the Amer- 
ican farmer. Insofar as there is reason- 
able prospect of ultimately regaining 
a considerable part of this market, it 
would be expedient to make special 
efforts to maintain it, and to find means 
of making possible the continued ex- 
portation of American farm products, 
But insofar as there is a condition of 
overproduction in certain of our crops, 
based on normal world demand, it 
would not be sound economy to en- 
courage it by frantic efforts to create 
a market or find one where none exists. 

It is not the purpose of this paper, 
however, to outline a foreign trade pol- 
icy for the United States, but merely 
to set forth the general principles of 
international exchange, on a clear 
understanding of which any sound 
policy of trade must necessarily be 
based. Where certain practical prob- 


lems confronting this or other coun- | 


tries have been touched upon, it was 
intended merely to illustrate or bring 
out the significance of those principles. 
It is hoped that the principles have been 
stated with sufficient clearness to es- 
tablish certain conclusions regarding 
the significance of foreign markets. It 
would appear that all international 
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commerce is based on the principle of 
geographical division of labor, whereby 
each country specializes on the prod- 
ucts in which it is most efficient and 
exchanges them for the specialties of 
other nations. In this way the 
greatest economy of the world’s re- 
sources is attained, and each country 
is enabled to make the most of the 
industries for which it is peculiarly 
adapted. Foreign markets, then, make 
it possible for a nation to concentrate 
its efforts on its particular specialties, 
and give it the means of purchasing the 
products of peoples in other parts of the 
world. The advantage of selling goods 
abroad is only realized when goods to 
an equal value are likewise purchased 
abroad. The foreign sales markets of 
a nation should be extended wherever 
they make it possible for that nation 
to increase the degree of specialization 
in its industries; but such extension of 
exports should be accompanied by 
similar expansion of imports. Foreign 
purchase markets are therefore equally 
to be encouraged with export markets. 
When a nation has heavy payments to 
make on account of debts or repa- 
rations, however, its export markets 
must necessarily be expanded more 
than its imports, and the development 
of then becomes par- 
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ticularly desirable. The same is true 
of an “immature” lending nation, 
which annually is investing large sums 
abroad. On the other hand, nations 
which are endeavoring to collect the 
payment of large debts and repara- 
tions abroad--and this will include 
“‘mature” creditor nations—must ex- 
pect a surplus of imports, and should 
accord every facility to encourage the 
importation of goods from their debtors 
or elsewhere. The United States is in 
the latter position, or is rapidly ap- 
proaching it. The present American 
policy of seeking to expand its foreign 
markets, while at the same time main- 
taining heavy protective tariffs on im- 
ports, is therefore ill-advised. 

In so short a paper as this, it has not 
been possible to go into all the details 
and to discuss all the possible situa- 
tions which might arise. No doubt 
there are particular circumstances 
which would require some modification 
of these conclusions, and it may be ex- 
pected that it may sometimes be desir- 
able to encourage a particular export 
at a time when increased imports are in 
general desirable, and vice versa; but 
the general principles of international 
trade which have been set forth are true 
and they can be applied to any particu- 
lar situation or problem that may arise. 
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in the Foreign 


RHE history of the foreign trade of 
the United States, like that of any 
- other country, reflects in a marked 
a degree its general industrial history. 
The economic life of this country dur- 
ing the last quarter century presents a 
record of steady progress only tempora- 
_ rily affected by the shock of the World 
5 War. Naturally, therefore, its foreign 
trade has shown a healthy and normal 
ve growth. Present conditions are all 
favorable to further increase in eco- 
nomic efficiency and in the general well- 
being of the people. So far as this 
augury proves well founded, our foreign 
trade is bound also to prosper. 
Foreign trade is relatively less im- 
portant in the national economy of 
this country than of many others. Its 
_ character and tendencies are rather a 
resultant than a cause of domestic 
economic conditions and changes. It 
es is, therefore, less correct to say that 
- our favorable foreign trade prospects 
_ promise well for domestic business than 
to say that our favorable prospects for 
progress at home hold promise of grow- 
ing foreign trade. 


EXPANSION oF Our TRADE 


. 9 The true picture of the changes in 
our foreign trade is often missed by 
confining attention to the mere figures 
of value of exports andimports. These 
a first of all be corrected for the 
_ sharp price fluctuations that have taken 
place in recent decades. Moreover, 
the growth of the foreign trade must be 
compared with that of population, and 
with that of domestic production. Our 
exports at the present time are roughly 
seven times as great in money value as 
half a century ago. But this fact ap- 
12 
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pears in a different light wheu it is 
noted that prices at present average 
half as high again as fifty years ago, 
that our population has nearly trebled, 
and that domestic production has in- 
creased several fold. 

Since 1913 a fairly accurate calcula- 
tion has been made of the average 
changes in both export and import 
prices, and from these quantity indexes 
are derived. Prior to that time, it is 
possible to use the indexes of domestic 
prices as a rough corrective for export 
values, but this would not be a safe 
procedure in the case of imports. Re- 
ducing the export figures thus adjusted 
to a per capita basis, it appears that 
from about 1875 to about 1890, trade 
increased but little faster than popula- 
tion. Fora number of years thereafter 
there appeared a very marked increase 
in per capita exports. The rate of pop- 
ulation growth had fallen off consider- 
ably. The opening up of our vast 
central prairies made possible a greatly 
increased export of grains and meat. 
Exports of the great staple of the 
South were also rising rapidly. This 
movement in agricultural exports is 
obscured in the statistics of values by 
the marked decline in prices of farm 
products. Meantime manufacturing 
industries were growing and were in- 
creasingly finding foreign markets. 

For ten or fifteen years about the 
beginning of the present century the 
export situation changed. The gross 
value of our exports increased materi- 
ally, but the figures adjusted for price 
changes show, if anything, less increase 
than that in population. There was 
an absolute falling off in exportation of 
foodstuffs, and the exports of cotton 
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did not keep pace with population. 
The low prices of farm products in the 
nineties had discouraged agricultural 
expansion. The increase in the num- 
ber of inhabitants was demanding a 
larger and larger proportion of the 
product of our farms. Our exports of 
manufactures were increasing rapidly, 
but not until about 1910 did they suffice 
to bring about any advance in total ex- 
ports per capita. For two or three 

immediately preceding the out- 
break of the World War, per capita 
exports, in quantity terms, were materi- 
ally greater than at the beginning of the 
century. 

The war period was, of course, wholly 
abnormal. By changing the direction 
of our production, stinting our own 
consumption in certain lines, and post- 
poning construction and equipment, 
we were able greatly to expand our 
shipments to needy Europe, both of 
foodstuffs and of manufactured goods. 
Even after eliminating the effect of 
soaring prices our exports per capita 
reached quite unprecedented figures. 
There was a sharp setback when the 
post-war boom collapsed, but rapid 
gain in exports has appeared year by 
year since 1921. Even in proportion 
to population, our export trade has 
now reached a point but little lower 
than during the war period. Ex- 
pressed in terms of dollars of constant 
buying power, exports per capita 
during the period 1921-25 were ap- 
proximately twice as great as from 
1876 to 1880. They were about ten 
per cent greater than from 1911 to 1915. 

Itis unnecessary to discussthe changes 
in value of American imports during 
the last half century. Naturally, they 
show roughly the same movement as 
exports. A conspicuous exception ap- 
peared during the war period; imports, 
after allowing for price changes, showed 
little increase. Since the war they 
have regained their relative position. 
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RELATION OF FoREIGN TRADE TO 


Domestic PropuctTIon 

The bearing of this past history upon “sig 
the future prospects of our trade may | 
be judgedonly bycomparingthe growth _ 
of foreign commerce with that of do- — 
mestic production, and considering the _ 
changes in the composition of that com- a 
merce. 

The most basic fact of all is that ex- — “a 
pansion in foreign trade has not been 
faster than in domestic production. _ 
Contrary to the rather common opin- _ : 
ion, exports do not constitute a larger _ , 
proportion of our total output, nor 
imports a larger proportion of our total be: e 
consumption, than a quarter or even > ae 
half century ago. Our ever greater 
per capita production has meant greater _ 
buying power per person. Part of that 
greater buying power we have used to _ 


purchase more goods abroad, a 


cially exotic luxuries and semi-luxuries 
To pay for these we have had to in- 
crease our exports per capita. In all 
this process, however, this country has — 
not become more dependent on the | 
outside world either for its consumption ie 
or its markets. we 
Statistical data are not available a 
show precisely what proportion of our 
domestic product was exported say 
half a century ago. It is certain, how- 
ever, that during that period when 
agricultural exports were at their peak, 
we were sending abroad a bigger share 
of our total output than at the present 
time. 
More satisfactory data are available 
for the last quarter century. Forcom- 
parison with export trade, it is most _ a 
convenient to take into account the — ra 
output of agriculture and mining and — _ 
manufacturing industries only. These 
industries produce very nearly all the © 
commodities which are physically ca- 82S 
pable of exportation. The productsof 
the construction industries cannot, of fa a 
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course, be moved. There is, moreover, 
an immense value of services of trans- 
portation and distribution and personal 
services of many kinds which do not 
incorporate themselves in movable 
commodities. Were comparison made 
between the value of foreign trade and 
the total income of the American peo- 
ple, the ratio would be very modest, at 
present hardly five per cent. 
At the beginning of the century the 
exports of the United States were 
equal to about fourteen per cent of the 
value of her agricultural, mineral and 
manufactured products.' Subsequent 
census years down to the war period 
showed a lower ratio; in 1914 it was 
nine and one half per cent. The great 
war effort of the nation is seen in the 
fact that this ratio for the year 1919 
reached about sixteen per cent, the 
highest point probably ever attained 
in our national history. Although 
during the past few years, exports have 
much exceeded their prewar volume, 
the ratio to domestic production has 
been somewhat lower than before the 
war, standing not above nine per cent 
(precise data for 1925 not yetavailable). 
This striking fact with regard to our 
foreign trade is far from being a matter 
sof regret. It does not minimize the 
growth of exports; it rather emphasizes 
_ the expansion of production and the 
fact that the United States has not 
become less self-sufficing as she has 
filled up with inhabitants. With the 
rich resources at its disposal and with 
ever more efficient methods, American 
industry has been able to keep pace 
with the expansion of population. 
_ Much more than that, it bas been abie 
to furnish the wherewithal of anever ris- 
ing standard of living. Fundamentally 
the volume of exports is determined by 


! This value, it should be noted, is taken at 
the point of original production, whereas the 
value of exports includes cost of transportation 
to the seaboard or the national boundary. 
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the volume of imports of goods and of 
payments to foreigners for services 
Our exports have not had to grow faste 
than production because we have not 
needed, relatively to our total consump. 
tion, more imports. 

In particular, the fact that export 
trade at present does not represent 4 
larger share of our production thap 
just before the war is quite what would 
be expected. The war cut down the 
production and consequently the buy- 
ing power of many countries. It slowed 
up our own progress but did not stop it, 
and since 1921 our national output has 
risen faster than ever. Under these 
conditions, the domestic market has 
naturally been better than the foreign 
market; our buying power for our prod- 
ucts has exceeded that of other peoples 
for those products. 

The prewar history of therelationship 
between foreign trade and domestic 
production in the United States differed 
from that in the leading industrial 
countries of Europe. Until the great 
conflict put a rout to their progress, 
these countries, too, had considerably 
expanded their domestic production, 
although not so fast as the United 
States. Their foreign trade, however, 
had increased faster than the output of 
their industries. They gained in pros- 
perity, to be sure, but they would have 
gained more had their growing produc- 
tion been able to find its market, and 
their growing consumption to find its 
supply, more largely within their own 
boundaries. Their progress in foreign 
trade was thus a less healthy progress 
than that of the United States. It 
meantever increasing dependence onthe 

outside world. 


MoveMENT OF AGRICULTURAL . 
Exports 
The changes in the commodity char- 
acter of American exports and imports 
reflect, of course, the gradual shift of 
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the United States from a country pri- 
marily agricultural to one with a highly 
advanced manufacturing industry. We 
now export relatively less and import 
relatively more agricultural products 
than formerly. Conversely we sell 
abroad far more manufactured products 
and buy abroad relatively less. These 
changes, however, have not served to 
make our country less self-sufficing in 
basic products of the soil. We still 
have large quantities of the more nec- 
essary foods and vast quantities of cot- 
ton, the most important of all textile 
raw materials, to sell to the outside 
world. Such agricultural products as 
we seek abroad, important as they are, 
for the most part minister to the less 
essential wants. Weare not feeling the 
pinch of land scarcity. We are not 
being forced to import agricultural 
products which formerly appeared 
among the list of our exports. 

In the early days of our history, to- 
baccoand cotton were our majorexports. 
With the opening of the Middle West, 
foodstuffs rose into prominence. Half 
a century ago agricultural products 
still constituted four-fifths of our total 
exports, and even as late as the middle 
nineties nearly three-fourths. There- 
after, until 1917, the decline in propor- 
tion was almost unbroken. Indeed, 
during much of this time, exports of 
foodstuffs fell off absolutely, although 
those of cotton and tobacco continued 
to grow. Just before the war, the 
products of the farm constituted some- 
what less than half of the total exports. 
The stimulus of war prices and the 
patriotic effort of the American farmer 
to do his bit for the Allied cause brought 
an immense expansion of foodstuff ex- 
ports. The foreign demand for Amer- 
ican cotton, however, was diminished 
rather than enhanced by the war. 

The increased acreage of wheat which 
continued for some time after the war, 
and the high prices of cotton in certain 


years have tended to keep up the pro- 
portion of agricultural products in our 
export trade. Exports of agricultural 
products during the past five years 
have averaged about ten per cent 
greater in quantity thanin 1913. Dur- 
ing these five years, the products of the 
farm have constituted nearly as higha 
proportion of the total value of exports 
as just before the war. For the fiscal 
year, 1925-1926, this proportion 
per cent has been considerably lower. 
This fact, however, is far from indicat- 
ing any diminution in the capacity of 
the country to produce a surplus of 
farm products. It has been due to the 
accident of a poor wheat crop. The 
problem of the farmer in the last few 
years, as is so well known, has been to 
find markets for a surplus. The sur- 
plus has been greater than before the 
war, and that in the face of reduced 
buying power in Europe and of sharper 
competition from other agricultural 
countries. 

GRowTH IN Exports OF 
MANUFACTURES 


Meantime, especially since about 
1890, our exports of finished manufac- 
tures have grown enormously. This 
group constituted less than one-sixth 
of total exports fifty years ago. Dur- 
ing the past five years, it has aver- 
aged nearly three-eighths of the total, 
and in 1925 the proportion was thirty- 
eight per cent. Allowing for higher 
prices, we are exporting at least ten 
times as much manufactured goods as 
during the seventies, at least four times 
as much per capita. Exports of semi- 
manufactures, of which the most im- 
portant are certain of the petroleum 
products, copper and other minerals, 
have grown at substantially the same 
pace. 

It is the fashion of our European 
competitors and of some among our- 
selves to attribute to the World War a 
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major role i in the expansion of America’s 
export trade in manufactured goods. 
This is an error. It is no doubt true 
that our share of the international trade 
in manufactured goods is greater to-day 

than would have been the case had there 
been no war. The war did demoral- 
ize the industries and commerce of 


competing countries, but it likewise 


diminished the total buying power of 
the outside world for manufactured 
goods and, if anything, checked the 
absolute increase in our exportation of 
them. The export of finished manu- 
factures from the United States in the 
year ending June 30, 1914 was 128 per 
cent greater in value than in the year 
ending June 30, 1901. The exports of 
this class in the calendar year 1925 
were 154 per cent greater in value than 
in 1913-14. These rates of increase 
are much less favorable to the later 
period if account is taken of price 


; i. changes. It is probable that prices of 


manufactured goods in our export 
trade did not advance more than 
fifteen per cent during the first of 
_ these periods, and that they advanced 
_ twenty-five or thirty per cent during 


goods at present than before the war is 
due not to the misfortune of competing 
countries, but to the steady and rapid 
expansion of our domestic industries. 
The World War cut down the buying 
power of the great majority of coun- 
tries. Unable to sell as much as usual 
of their raw materials and foodstuffs 
to Europe, Latin-America and the Far 
East had less wherewith to buy manu- 
factured goods. But Europe during 
the war and for some time thereafter 
was in no position to furnish anything 

like its share of this restricted world 


a demand. The industry of the United 


EN) 4 ‘States had been deranged by the war, 
ba but to no such extent as that of Europe. 
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Immediately after the war, it swung 
upwards with extraordinary vigor, 
Had there been no war both Europe 


and the United States could have con. | 


tinued that steady increase in export 
of manufactured goods which both had 
been experiencing for a long time be- 
fore. As it was, owing to the terrific 
slash into her productive strength, 
Europe lost so much in trade that she 
is having great difficulty to regain it. 

Equally mistaken is the common 
opinion that the United States has 
become in large measure dependent on 
foreign outlets for over-expanded fae- 
tories. As a matter of fact, exports 
represent but a small fraction of the 
total output of American manufactur- 
ing industry and that fraction is smaller 
—not larger—than before the war. 

Exports of manufactured goods (in- 
cluding semi-manufactures but ex- 
cluding manufactured foods) in 1925 
amounted toa little over $2,500,000,000. 
This is a big sum but the total value of 
our factory output is many times big- 
ger. Excluding the extensive duplica- 
tions, the net value of manufactured 
products apart from foodstuffs is in the 
neighborhood of $35,000,000,000 (this 
figure is estimated from the 1923 census, 
and the subsequent indexes of produc- 
tion of major commodities, the data of 
the 1925 census not being yet available). 
Exports represent thus only seven or 
eight per cent of the total output of 
our factories. Obviously American in- 
dustry would by no means go on the 
rocks if its foreign outlets were shut off 
altogether. 

For comparison with other years, 
it is more convenient to use as a basis 
the gross figures of value of domestic 
manufactures without attempting to 
eliminate duplication. The relative 
amount of duplication, as nearly as can 
be judged, has remained substantially 
the same for the last quarter century. 
The ratio of exports of manufactures to 
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the gross value of factory products was 
roughly fouranda half per cent in 1925. 
The proportion was, if anything, a 
little higher in 1899. It was decidedly 
higher—about 5.7 per cent—in 1914. 
It is clear, therefore, that the relative 
importance of foreign as against do- 
mestic markets has not increased as a 
result of the war. Of course forty or 
fifty years ago, when American industry 
was much less developed, exports did 
constitute a smaller share of the output 
than at present. Moreover, the manu- 
factured articles which were shipped 
abroad in these years were of a much 
simpler character than those now 
dominant. Next to mineral oils, the 
largest manufactured item in our ex- 
ports at present is automobiles—a 
product of the highest degree of elabo- 
ration. 

Of course, there are a good many 
specific manufactured articles of which, 
in contrast with manufactures consid- 
ered as a group, we export a large and 
increasing proportion of the total out- 
put. Examples are sewing machines, 
typewriters, adding machines, cash 
registers, motor cycles and bicycles. 
The explanation is simple. The Amer- 
ican product is superior in quality. 
On account of peculiarly efficient meth- 
ods of production it is often so much 
lower in cost as hardly to encounter 
competition from foreign countries. 
Even in the highly industrialized coun- 
tries of Europe the great bulk of the 
consumption of a number of articles of 
this type is supplied from the United 
States. Where the article is une of 
wide use, one which even peoples of 
relatively low standard of living can 
hardly do without, the demand from 
the outside world may approach or 
even exceed the demand in this country 
itself. Hundreds of other products of 
American factories would be no less 
acceptable to foreign consumers if they 
could afford them. So long, however, 


17 


as standards of living remain far higher <4 ee 
in America than in almost any other | 
country, there are bound to be many 
manufactured articles of which our 


domestic consumption is far greater 
than our export, often greater even 


than the entire consumption of the . 


rest of the world. 


Future or AMERICAN TRADE 


In 
dulge in prophecy with respect to the 
future of American trade is some- 


what rash. All sorts of things may > 


occur to upset forecasts. 
ever, fairly safe to point out what is 


likely to happen in case present factors | 


of causation persist. These factors 
group themselves under three heads: 
those affecting domestic production, 


Agricultural Products.—To 


It is, how-— 


ry 


= 


those affecting the competition of 


other countries. 

If present factors and tendencies 
continue, it seems likely that the 
United States will gradually diminish 
her export of foodstuffs, but will main- 
tain or increase that of cotton and 
tobacco. The peculiar adaptability of 
our southern soil and climate for 
these two products would justify ex- 
porting them largely, even should pop- 
ulation so press on land resources as to 
necessitate import of basic foods. 


World demand for cotton and tobacco | 


is likely to continue the growth shown 
in the past. 
come, other countries will scarcely be- 
come more serious competitors in these 
two products than at present. 

The principal factor militating 
against our exports of foodstuffs is the 
growing production of these in more 
thinly settled countries. Were it pro- 
fitable to do so, our American farmers 
could probably—for a considerable time 
to come, if not indefinitely—increase 
their output of grains and meats fast 
enough not only to take care of the 
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population growth, but also to maintain 
or even expand the volume of exports. 
As yet there is in America scarcely such 
a thing as pressure on the productive 
capacity of land. Yields per acre are 
rising with improved methods. With 
the advance of technique considerable 
areas of land not now in use can be 
made to produce at costs little higher 
than prevgil at present. The decline 
in our farm population which has ac- 
tually taken place in the last decade or 
two shows how big a leeway there is for 
greater output. The world demand for 
foodstuffs, however, grows but slowly. 
Since certain other countries are throw- 
ing steadily more into the market, 
there will probably be little incentive 
for the American farmer to do more 
than keep abreast of our own popula- 
tion. On the other hand the increase 
in the number of mouths to feed here 
should serve more than to offset any 
actual loss of sales in foreign countries. 

Our agricultural imports will long 
continue to be chiefly of exotic products 
such as rubber and coffee; of products, 
such as hides and skins and wool, 
which can be produced much more 
cheaply in thinly settled pastoral coun- 
tries; and of products which require a 
great deal of hand labor, such as silk 
and sugar. 

In Manufactured Goods.—With re- 
spect to the future of American export 
trade in manufactured goods, sharply 
conflicting opinions are expressed. 
English, Belgians, Germans and other 
Europeans often proclaim their fear 
that the lead gained by our country in 
this trade cannot be overcome. They 
point with discouragement to the rising 
efficiency of American industry and the 
many shortcomings in their own pro- 
ductive methods. On the other hand 
at the close of the war fear of European 
competition was widespread in this 
country. The opinion was commonly 
voiced that peace in Europe would mean 
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rapid recovery of its export of many. 
factures and a severe setback in oy, 
trade. This view still finds occasional 
expression, although the marked gain 
in our foreign sales of manufactured 
goods since 1921 has largely allayed 
anxiety. 

That the efficiency of American ip. 
dustry will continue to advance seems 
all but certain. The marked gain of 


recent years has been due to funda. | 
Form. | 


mental and continuing causes. 
erly the constant discovery and opening 
up of new resources played an impor. 
tant réle in lowering costs of production, 
Now the major factors are the increas. 
ing use of capital and the rising intel- 
ligence of the people. As a co 

already rich we can afford to add con- 
stantly to our capital equipment. Our 
economic life has been reaping the bene- 
fit of enormous and rapidly increasing 


effort in education and research. Our | 


wealth should.enable us further to ex- 
pand the scope and advance the stand- 
ards of education. Education and re- 
search mean more efficient and more 
contented work people, more scientific 
methods of production and of business 
management. There is good reason 
to believe, therefore, that cost of pro- 
duction of our manufactured commodi- 
ties—at least of most of them—vwill 
continue to fall, thus strengthening our 
competitive position in world markets. 

How now with regard to world de 
mand for manufactured goods? The 
history of trade in the past century 
shows that under normal conditions 
this demand rises steadily. In times 
of peace practically every country has 


tended to advance its standard of living. | 


This is made possible, of course, only by 
increasing its production. The same 
causes which have made for ever greater 
economic efficiency in the United States 
are present in greater or less measure 
all over the world. Discovery, inven- 
tion, application of capital, and educa- 


tio 
he! 
to: 
rs) ital 
eng 
pul 
the 
abc 
the 
Pec 
bas 
for 
is 1 
var 
Pe 
or 
to | 
raw 
doe 
dev 
new 
the 
for 
ban 
cou 
thei 
save 
fron 
stan 
The 
imn 
tute 
imp 
, ago, 
mor 
expe 
Unit 
« wou 
of th 


~ 


"TENDENCIES IN THE ForeIGN TRADE OF THE Untrep STaTEs 


tion work their beneficent results every- 
where. The more advanced countries 
help the less advanced—not so much 
with altruistic intent, as because it pays 
todoso. They send thither their cap- 
ital, their business managers, their 
engineers, their teachers, their technical 
publications. 

Enhanced productive capacity among 
the countries of the world reflects itself 
above all in greater consumption of 
manufactured goods. The demand for 
the bare necessities of life is limited. 
People want only about so much of the 
basicfoods. Very littleclothingsuffices 
for modesty and warmth. But there 
is no limit to the desire for greater 
variety and quantity of the more 
highly elaborated goods. When a new 
or backward country finds itself able 
to increase its output of foodstuffs or 
raw materials, almost the first thing it 
does is to import more manufactured 
goods. 

Concern is often expressed lest the 
development of manufactures in the 
newer and more backward countries 
themselves should cut down thedemand 
for the products of the leading indus- 
trial countries. Past experience should 
banish this fear. For decades such 
countries have in fact been developing 
their manufacturing industries. Yet, 
save for the demoralization resulting 
from the war, they have imported con- 
stantly more manufactured products. 
The United States itself, for all her 
immense progress in manufacturing, 
has steadily increased her imports from 
Europe. Manufactured goods consti- 
tute a smaller proportion of our total 
imports than a quarter or a half century 
ago, but in absolute volume we take far 
more. If one should add together the 
exports of manufactured goods from the 
United States and from Europe, he 
would find that down to the outbreak 
of the World War the aggregate was ris- 
ing very rapidly. 


competing countries. 
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This tendency toward increased 
world trade in manufactures as a group 
does not, of course, appear in every 
kind of manufactured goods. New 
factories in countries which formerly 
imported some given article may cut 
down their imports of that article. But 
the buying power thus released is nor- 
mally transferred to the importation of 
other manufactured products. 

Obviously one of the immediate 
effects of expansion of manufacturing 
industry in such countries is increased 
demand for the machinery with which 
to equip new plants. Our country is 
sending great and increasing quanti- 
ties of industrial machinery to Latin- 
America and the Far East for just 
this purpose. Moreover, with the de- 
velopment of manufacturing indus- 
try goes usually that of mining indus- 
tries and transportation facilities. The 
older industrial countries find therefore 
increasing demand for mining machin- 
ery, railroad construction material, 
locomotives, cars and other equipment. 
Still more important, however, than the 
direct demand for manufactured goods 
to create new productive facilities, is 
the general advance in standards of 
living that goes with developing indus- 
try. The country becomes richer and 
its consumers can afford greater variety 
of goods. Experience of the advantage 
and convenience of each new article 
stimulates the people to seek other new 
articles. 

As to the competition of Europe, the 
basic question is perhaps not so much 
whether we can compete with Europe 
as whether Europe can compete with 
us. The greatest good to the greatest 
number among the producers and ex- 
porters of the United States demands 
that Europe’s production shall be re- 
stored as soon as possible and shall go 
on increasing as it did before the war. 
A country does not gain by the loss of 

If Europe is 
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In the aggregate 


they are producing less than before the 
tragedy at Sarajevo set Europe afire, 


be a good market for our cotton, our 
pork and our other farm products, she 
must have a big export trade. Nay, 
more, the volume of our exports in 
many lines of manufactured goods— 
especially machinery and vehicles—de- 
pends greatly on Europe’s own pur- 
chases. She cannot buy goods from us 
without selling goods somewhere out- 
side her borders. 

Recovery and progress of Europe will 
mean sharper competition with certain 
of our products in non-European coun- 
tries. It may actually cut down our 
export of certain goods. But it will 
increase the demand for other of our 
goods, not merely agricultural products 
but also factory products, and not mere- 
ly in Europe itself but also in other 
continents. Enchanced buying power 
of European countries will mean added 
prosperity for Latin-America, the Far 
East and Africa, which sell them food- 
_ stuffs and raw materials. This will 
give those regions in turn added ability 
to buy manufactures both from Euro- 
pean countries and from the United 
States. 

Competition for the sale of manu- 
_ factured goods in world markets is no 


 newthing. Least of all is it peculiar to 


the post-war period. For decades be- 
fore the war Germany was rising as a 
- competitor against England and the 
United States against both. But all 
three were increasing their export of 
manufactures steadily and rapidly. 


Each manufacturing country of the 


world was indeed itself an ever 
better market for the products of the 
other. What the manufacturers of the 


‘United States [ave to fear is not 


greater but less competitive ability on 
the part of Europe. 

To enter into any detailed discussion 
of the prospects of production and trade 
of European countries would take us far 
afield. Most of them have not yet by 
- means recovered from the terrific 


shock of the war. 


They are likewise exporting less. Brit. 
ain’s exports quantitatively are about 
three quarters of their prewar volume, 
Europe as a whole is doing a little more, 
Theencouraging thing is that conditions 


are much better than they were during | 


or for some time after the close of the 
war. The foreign trade of European 
countries was roughly fifty per cent 
greater in 1925 than in 1921. This 
fact alone proves a marked increase in 
production though not necessarily an 
equivalent increase. 

Many factors still conspire to hold 
down the productive capacity of Eu- 
rope. The destruction of capital, the 
dislocation of industry, and the loss of 
manpower by the war, the heavy burden 
of taxation, labor difficulties and polit- 
ical unrest all hamper progress. But 
if peace can be maintained these fetters 
will gradually be shaken off. The 
efficiency of European industry is being 
promoted by very considerable invest- 
ment of American capital. European 
manufacturers are deliberately taking 
lessons from American methods of pro- 
duction. § They are trying to catch up 
with the progress which the United 
States made while they were forced to 
stand still. 

It is quite possible, to be sure, that 
for all the advance which Europe may 
hope to make in productive efficiency, 
the United States will move forward 
faster still. What Europe needs, how- 
ever, is to make progress and not neces- 
sarily to beat America in the race. If 
the world gains in its ability to pay for 
imports of manufactured goods, both 


America and Europe may expand their | 


exports. 

One aspect of the problem of competi- 
tion with Europe in export trade is 
often misunderstood. We hear much 
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| question. 
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tries by reason of their low rate of 
wages. Unquestionably in the case of 
certain commodities the low wage coun- 
try can undersell the high wage. In 
many more commodities, however, the 
opposite is the case. The cart is too 
often put before the horse in this mat- 
ter. Instead of high wages causing 
high costs of production, low costs of 

ction cause high wages. At 
least this is the case where low costs 
are due to such factors as rich resources, 
lavish application of capital, advanced 
technique and high skill on the part of 
the workers, and mass production for 
a vast domestic market. A country 
that produces much per capita can at 
the same time maintain high wages 
If Europe 
can raise her wages, the same means 
which make that possible will enable 
her to buy more and to sell more in 
foreign countries. 

All this will sound to a good many 
exporters both academic and idealistic. 
But is that not because details obscure 
the big picture? The producer or ex- 
porter of some specific product who 
actually suffers from increased foreign 


| competition may very naturally fail to 


see any gain to America from progress 
abroad. But all facts must be consid- 
ered together, all our industries and all 
our interests taken into view. When 
this is done both the long history of the 
past and recent experience seem to 
point in the same direction. They 
seem to prove beyond dispute that 
what helps other countries helps our 
country; that progress in Europe will 
strengthen our foreign trade. 


Future BALANCE or TRADE 


We hear much discussion with regard 
to the future balance of trade of the 
United States. Contrary to common 
opinion this is a relatively unimportant 
The time has long since 
passed when statesmen find the goal of 


21 


national effort in the inflow of gold to — . 
pay for a “favorable” balance of trade 
—an excess of commodity exports. ee 
Our own experience shows all too plain- BR: 
ly that a country may easily cen endl 
too much of that delusive metal. Asa 
matter of fact under normal conditions — 
the ebb and flow of gold among a” f 
is comparatively small in volume. — 
This means that there is really a gd ee 5 
close balance between the exports of __ 
any country and its imports, when | 
these terms are used in their broader 
connotation to cover services as wellas _ 
commodities. 

The United States has long beenand 
will long continue to be in the position ¥ 
of having to make large payments 
abroad on two accounts which play no ie me 3 
such important réle in the debits 
most countries. She must pay for — aa 
services to our multitudes of tourists = ; 
and for remittances of our foreign-born 
population to friends and relatives. 
Were there no other “invisible” trans- 
actions but these our merchandise | 
exports would have to exceed our mer- _ 
chandise imports by well up towarda _ 
billion dollars yearly. With the shift . “ca 
of the United States from a debtor toa . a 
creditor nation, however, these items x we 
are now in considerable part offset by | 
payments of foreigners for the use of 
our capital in the form of interest, divi- a 4 


A 


dends and other profits. The contin- 
ued large excess of exports in recent 
years has substantially represented the _ e 
constant stream of new capital sent a- 
broad for investment. This in turn will Pe 
reflect itself in greater inflow of i interest BO, 
and dividends. The balance of mer- 
chandise trade in our “favor” will con- 

sequently tend to decline unlessthereis 
a progressive increase, ever more rapid, 
in our annual placements of capital _ 
abroad. Some time, no doubt, there | 

must be a limit to such a progression; — nj 
the return on capital already invested a 

must exceed the new investments. La 
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invisible items in our balance of in- foreign sales. 


the balance of trade can, in itself, put a __ services. 


The future changes, however, in the sudden brake on the expansion of oy 


ternational trade can hardly, in the na- A country certainly cannot be cop. 
ture of things, be sudden. It may sidered the loser if it receives part of 
take decades before American merchan- the commodities it needs from abroad 
dise trade shows normally an excess of without having to send commodities jn 
imports. Meantime both our exports payment. Commiseration would be 
and our imports may increase very much misplaced for an individual whog 
greatly. Even when it does come _ income from past savings enables him | 
about that imports exceed exports, ex- _ to get part or all of what he wants with. 
ports will, under normal conditions, out working for it. The nation, like 
still continue to grow. There is no the individual, sells goods and sep. 
reason to anticipate that the shifting of vices only in order to get goods and 
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NTERN ATIONAL trade is influ- 
enced by so many varied factors 
that it is extremely difficult to measure 
the effect of any single cause upon the 
growth or decline of this trade or upon 
the character, the sources of supply 
and the direction of goods moved from 
country to country and from continent 
to continent. It is true that no other 
event has gripped the world with such 
intensity and violence and has involved 
so many nations at one time as did the 
Great War, but because of this very fact 
one is likely to commit the error of 
attributing to it some of the after-war 
changes in world commerce with which 
the conflict may have had very little to 
do. The task becomes increasingly 
difficult when one attempts to evaluate 
not the immediate effects of the war, 
but its more enduring influences. With 
the passing of years other factors have 
asserted themselves with an ever in- 
creasing force. Some of these were 
operative before the outbreak of hostil- 
ities in 1914, others appeared after 
1918; to what extent the latter were 
caused, if at all, by the war, is at times 


not easy to determine. alt 
Tue Main Facts 


However, while an exact analysis of 
the war’s effects on present-day trade is 
impossible, there are certain outstand- 
ing facts and tendencies connected 
with this trade which one may safely 
consider as the war’s aftermath. The 
most important of these are: 


(1) The impoverishment and the in- 
dustrial and financial disorganization of 
Europe from which that continent has been 
recovering but slowly, = 


The Effects of f the he World W: War on Trade 


By Suwon Litman 
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(2) The breaking up of me Austro- 
Hungarian monarchy into its component 
parts and the secession from Russia of 
many of her border nationalities, creating 
a new political map in Central and Eastern 
Europe. 

(3) The expansion of France and the con- 
traction of Germany, the latter having lost 
all her colonies and about thirteen per cent 
of her European area which contained an 
important part of her industrial resources. 

(4) The establishment of a number of 
““mandates,” protectorates and dependen- 
cies in the Asiatic territory formerly con- 
trolled by the Turkish Government. 

(5) The collapse of Russia and of other 
Eastern European countries as grain pro- 
ducers and as consumers of foreign manu- 
factures, and the increased production of 
cereals, particularly of wheat, in the United 
States, Canada, Argentina and Australia. 

(6) The stimulation of the spirit of na- 
tionalism and of imperialism with a conse- 
quent attempt on the part of the larger 
European nations to extend their control 
over the sources of supply of raw materials 
and generators of power, and on the part of 
smaller countries, some of them newly 
created and without governmental ex- 
perience, to foster domestic production of 
manufactured goods. 

(7) The increased industrialization of 
many non-European countries which before 
the war were in a more or less extractive 
stage of development, exchanging their raw 
materials for finished wares from Europe 
and the United States. 

(8) The establishment of direct relations 
between different trading areas, thus 
decreasing the importance of Northwestern 
Europe as a distributing center. 

(9) The growth of national indebtedness, 
both internal and external, of the Entente 
Allies and the Central Powers, which rose 
from $27,883,000,000 before the war (1914) 
to $224,174,000,000 following the conclusion 
of hostilities (1918-19). 
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(10) A great advance in world prices due 
to destruction of capital, to underproduc- 
tion in Europe and particularly to money 
inflation as a result of overissue of paper 
currency and the expansion of bank credits. 

(11) The imposition of a very heavy 
indemnity upon defeated Germany, the 
meeting of which involves a complete 
readjustment of her foreign trade and the 
creation of a large excess of exports over 
imports. 

(12) The rapid transition of the United 
States from a debtor to a creditor nation 
and the assumption by the United States of 
the réle of leadership as a supplier of capital 
to foreign countries. 

(18) The interruption of the normal 


growth of international trade, the volume - 


of goods moved having declined at the time 
of the conclusion of the Armistice to about 
one-half of the prewar level; this level was 
not attained again until 1925. 


The far reaching effects of Europe's 
debacle may be realized if one reflects 
on the dominant part which that con- 
tinent has been playing in world mer- 
chandising activities. In 1913 Europe 
produced 58 per cent of the world’s pig 
iron and 56.7 per cent of its steel; it had 
about 70 per cent of the cotton spindles 
and over 75 per cent of the woolen 
spindles of the world. It was the 
world’s workshop, the source of supply 
for many fabricated wares. 


Europe Arrer THE WaR 


‘The return to peace found Europe 

_ exhausted. The war annihilated or 
__ ineapacitated millions of her skilled and 
unskilled laborers; it destroyed vast 
_ stores of her accumulated capital; it 
_ undermined the morale of her people 

and unfitted them for sustained work 
on fields and in factories; it left Europe 
with a need for consumption far in 
excess of her power or inclination for 
production. 

European nations emerged from the 
struggle full of hatred and distrust 
- _ towards each other, bent not on the 
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restoration of normal commercial rela. 
tions, but on the attainment of selfish 
nationalistic aims. While certain 
after-war restrictions on importations 
and exportations may have been neces- 
sitated by depreciated currencies, by 
unbalanced budgets and by needs of 
revenue, many of these restrictions 
may be traced to commercial rivalries 
and to attempts to attain economic self- 
sufficiency, whether such self-suff- 
ciency was desirable, profitable or 
possible. Since 1918 various countries 
have enacted new tariffs or modified 


the existing ones so as to maintain the | 


greatest possible number of war-born 
industries and to stimulate the estab- 
lishment of new ones. Due in part to 
these misdirected efforts, efforts made 
at times under most difficult conditions 
because the Treaty of Versailles, in 


searching to establish boundaries along | 


ethnical lines, separated sources of 
supply from centers of consumption, 
as for example coal mines and iron ore 
ranges from blast furnaces, wheat fields 
from mills, the level of the industrial 
activity of Europe as late as 1923-24 
did not reach higher than 60 to 70 per 
cent of what it was before the war, 
while the agricultural activity outside 
of Russia was 80 to 90 per cent of the 
prewar level. 


DEVELOPMENT OF WorRLD TRADE 


Because of extreme industrialization 
and of a comparatively small area, 
Northwestern Europe has not been 
able to supply itself with foodstuffs and 
crude materials in quantities sufficient 
to feed its people and to carry on its 
industries. Europe has thus become 
the chief market of other continents for 
the disposal of foodstuffs and raw 
materials, i.e. wheat, cotton, wool, tin, 
copper, lumber. In combining the 
export trade of all the countries of the 
world, except those of Europe, one 
finds that in 1913-14, 64 per cent of 
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the world’s export trade was moved 
to Europe. In this connection it is 
necessary to keep in mind that for a 
part of these shipments Europe acted 
merely as a merchandising center. 

During the early stages of the con- 
flict, while Great Britain attempted to 
carry on business “as usual,’”’ the im- 
possibility of continually doing so soon 
became apparent. Overseas  ship- 
ments of European manufactured goods 
were disrupted and then ceased almost 
entirely. This stoppage of European 
exports to Asia, South America and 
other continents, insofar as the defi- 
ciency was not met by supplies from the 
United States, accelerated the develop- 
ment of manufactures in many coun- 
tries which before the outbreak of 
hostilities depended for their fabricated 
commodities upon the highly indus- 
trialized states of Northwestern and 
Central Europe. 

The number of cotton spindles in 
Japan, China, India and Brazil rose 
from about 10,000,000 in 19138 to 
18,000,000 in 1924; the number of 
cotton power looms in India and 
Japan increased from 120,000 in 1913 
to 200,000 in 1922. A remarkable 
growth of manufactures has taken 
place in Canada, Australia and Argen- 
tina. The industrialization of many 
economically backward countries 
started long before 1914, but it was 
considerably stimulated by the war. 

The results of this development on 
world trade have been to change some- 
what the character of manufactured 
goods exported from the United States, 
Great Britain and other leading com- 
mercial nations. Newly created indus- 
tries in backward countries produce, as 
a rule, coarser classes of goods. Their 
establishment leads to requirements 
for plant equipment, machinery, labor- 
saving devices, etc.; by adding to 
the wealth of the countries where in- 
dustries begin to be carried on, it raises 
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the standard of living of the people, 
increases their purchasing power and 
creates a demand for finer qualities of 
merchandise as well as for specialties, 
i.e. automobiles, motion picture films, 
typewriters, talking machines, elec- 
trical appliances. 


INCREASED Export or U. S. 
FoopsTuFFs 


The drop in Russia’s wheat produc- 
tion from 663,000,000 bushels (five- ae 
year prewar average, 1910-14) to about aa 
280,000,000 bushels (an estimation 
from rather meager data), and Russia’s 
consequent discontinuance of exporting 
wheat, coupled with an insistent de- 
mand for foodstuffs from almost every 
part of Europe, led to a temporary 
change in the normal process of the 
development of the United States, 
foreign trade. For many years prior 
to the war the exports frem this coun- 
try showed a decline in the relative 
importance of foodstuffs and crude ae 
materials and an increase in the im- a. 
portance of exports of manufactured 
goods. 

The total shipments of foodstuffs a 
from the United States averaged ie 
$436,000,000 a year during the 


period, 1909-14; they equaled $1,064,- 
000,000 in 1922 and $989,000,000 in | “x 
1924. Allowing for higher prices dur- 
ing the post-war years, there was an 
increase of over 50 per cent in the 
volume of foodstuffs exported during 
1920-24, as compared with the prewar 
average. The proportion of foodstuffs 
exported from the United States rose 
from 20 per cent of the total domestic 
exports before 1914 to 26 per cent for 

the period 1920-24. 

The increased proportion of exported ee 
foodstuffs, many of which were shipped a 
not in a crude condition but after they i 
had undergone a manufacturing proc- 
ess, as for instance, flour or condensed aa 
milk, was not made at the expense of _ 4 ~~ 
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rose from 690,000,000 bushels (prewar 
average for 1910-14) to 823,000,000 
bushels (post-war average, 1920-23); 
_ for this same period the production in 
< Canada increased from 197,000,000 


about 682,000,000 bushels. 
_ the same time a shift occurred in the 


finished commodities but at the ex- 
pense of crude materials and semi- 
manufactured goods; these have played 
a less important réle in our exports 
since 1918 than before the war. The 
change may be explained, (a) by the 
rapid development of our own indus- 
tries which consume an ever increasing 
amount of our resources; (b) by the 
conditions in Europe whose demands 
for raw materials are lagging behind 
the prewar level; (c) by the stimulation 
of production of foodstuffs in the 
United States during the war, the 
stimulus having been given in part by 
high prices and in part by war propa- 
ganda; and (d) by a continuous demand 
for foodstuffs in Europe, whose agricul- 
ture has not yet entirely recovered from 
the effects of the struggle and whose 
demands must be supplied from over- 


seas because of the collapse of Russia. 


AGRICULTURAL CONDITIONS 


It is of interest in this connection to 
survey the wheat trade of the world. 


_ For the five years previous to the war, 


the exports of wheat from areas of 


excess production to countries depend- 


ent upon foreign supplies averaged 
approximately 550,000,000 bushels a 
year; during 1921-23 the average 
annual movement of wheat rose to 
During 


sources of supply, Russia having 
stopped her contribution of about 
160,000,000 bushels a year, while the 
United States, Canada, Argentina and 
Australia expanded their production 


_and became important competitors for 


the sale of wheat in the world’s markets. 
The production in the United States 


a bushels to 358,000,000 bushels, in 
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Argentina from 149,000,000 bushels to 
199,000,000 bushels and in Australia 
from 90,000,000 bushels to 126,000,000 
bushels. Gross total exports from 
these four countries rose from 336,400,- 
000 bushels (prewar average, 1910-14) 
to 705,000,000 bushels (post-war aver. 
age, 1921-23). In the case of the 
United States exports advanced from 
105,000,000 bushels to 289,000,000 
bushels; the peak of our exports was 
reached in 1920-21 when shipments 
represented 366,100,000 bushels; in 
1923-24 exports dropped to 156,430,- 
000 bushels, to rise again in 1924-95 
to 258,020,000 bushels. 

The present agricultural difficulties 
in the United States may be attributed 
in part to the recent decline in some of 
our food exports to Europe, which was 
bound to come with a gradual improve- 
ment of agricultural conditions there 
and with the growing competition of 
other food producers who were kept out 
of the European market during and 
immediately after the war by the 
inadequacy of transportation facilities. 


INFLUENCE oF U.S. AND GREAT 
BRITAIN 


The unsatisfactory industrial situa- 
tion which is as yet prevalent in many 
parts of Continental Europe is made 
clear by a study of the geographical 
distribution of the foreign trade of the 
United States and Great Britain. This 
study shows that since the war these 
two leading commercial nations have 
been developing trade with other 
countries at the expense of the con- 
tinent of Europe. Thus, while before 
the war (the figures for the United 
States relate to an average of 1910-14 
trade, those for Great Britain to 1913), 
Continental Europe took 62.30 per 
cent of the American exports and 34 
per cent of the British, the percentage 
fell to 53.10 and 32 per cent respectively 
in 1925. The exports from the United 
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States to Asia rose from 5.60 per cent to 
9.90, to South America from 5.60 per 
cent to 8.20, to Australia from 2.20 per 
cent to 3.90, to Africa from 1.10 per 
cent to 1.80, and to North America 
from 23.10 per cent to 23.20. Great 
Britain increased the proportion of her 
exports to Africa, North America and 
Australia, indicating an extension of 
the intra-Empire trade; the percentage 
of exports rose from 9.87 to 11.60 for 
Africa, from 11.99 to 13.03 to North 
America, and from 8.71 to 11.43 for 
Australia. British exports to Asia 
and to South America show a propor- 
tionate decline, i.e. from 25.20 per 
cent to 22.83 per cent for the first, and 
from 9.59 per cent to 9.11 per cent for 
the second. 

Turning to the import side of trade 
one finds that before the war Con- 
tinental Europe shipped to the United 
States 49.50 per cent and to Great 
Britain 40.53 per cent of their imports; 
the percentage fell to 29.30 per cent for 
the United States.and to 32.66 for the 
United Kingdom. The most signifi- 
cant fact for the United States has been 
the rise of Asia as a supplier, our im- 
ports from that continent having in- 
creased, largely because of our growing 
use of crude rubber and raw silk, from 
15.30 per cent of our total imports 
before 1914 to 31.20 per cent in 1925. 
American imports from Africa rose 
from 1.30 per cent to 2.20; from North 
America from 20 per cent to 23.20; 
from Australia from 1 per cent to 1.80; 
the percentage of our imports from 
South America remained about sta- 
tionary, having ¢qualed 12.20 per cent 
before the war and 12.30 per cent in 
1925. 

Great Britain increased her imports 
from her dominions and colonies, such 
trade having been stimulated by the 
accordance of preferential treatment on 
certain colonial products and by the 
growth of Empire sentiment since the 
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war. In 1925 British overseas posses- % 
sions contributed close to 30 per cent 

of the total British imports as compared 

with about 25 per cent in 1918. Be- © 
cause of this development the Austra- oe a 
lian share of British imports rose from 
7.74 per cent to 9.84 per cent, the _ 
African share from 6.10 per cent to | 
7.73 per cent, and the North American = “ 
share from 23.86 per cent to 27.53 per 
cent. The proportion of British im- 
ports from South America declined © 
from 9.06 per cent to 8.65 per cent, — 
while from Asia it rose from 12.71 per i 
cent to 13.55 per cent. fave 

The increased trade of the United _ 
States with non-European continents ae 
may be accounted for, aside from the 
post-war disorganization of Europe, by | 
the rapid expansion of American _ 
manufactures, by the establishment of _ 
more direct trading relations with the 
Orient and by the industrialization of — 
many sections of the Far East as well 
as of certain parts of South and North 
America. The manufacturing growth 
of the United States augmented Amer- 
ican demands for many crude materials 3 
and foodstuffs which Europe could not 
supply irrespective of her economic _ 
condition, while the industrialization — 
of the economically undeveloped coun- 
tries and the increased sales of raw 
materials by these countries to the 
United States raised their purchasing — 
power and made them better buyers of 
American goods. 

A comparison of the pre-war and ~ 
post-war reciprocal trade of the United 
States and Great Britain showsthatour _ 
exports to the latter country in 1925 | 
constituted 21 per cent of our total 
exports as against 26 per cent in prewar 
years, while our imports from the © 
United Kingdom decreased relative to __ 
our total import trade from 16.5 per 
cent to 9.8 per cent. From the view- 
point of British trade, the United States 
supplied Great Britain in 1925 with 
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about 18 percent of her imports—which 
represents substantially the prewar 
level, while the exports from Great 
Britain to the United States declined 
from 6.7 per cent to 5.7 per cent of her 
total domestic exports. 


TrapE ConpITIONS—FRANCE AND 
GERMANY 


The total volume of the foreign trade 
of Great Britain in 1925 had almost 
reached its prewar level, while that of 
the United States was about 30 per 
cent greater than in 1913. Of the two 
other leading commercial nations, the 
trade of France was 5 per cent greater 
than before the war, while that of 
Germany was 27 per cent smaller. 

The loss by Germany of Alsace- 
Lorraine, the Saar Basin and Malmedy 
on the west, of a part of Schleswig- 
Holstein on the north, and of Danzig, 
Memel, Upper Silesia and part of 
Prussia on the east, reduced con- 
siderably German production of coal, 
iron, steel, textiles, beet sugar, cereals, 
potatoes and other commodities. 
While these losses had an adverse effect 
on Germany’s foreign commerce by 
curtailing her production and her 
demands, statistics of her post-war 
trade do not show the full extent of 
these losses due to the fact that com- 
mercial intercourse with the lost dis- 
tricts now appears as export and im- 
port trade of Germany. These areas 
continue to buy products from their 
prewar sources of supply thus increas- 
ing German exports, while their sales 
to Germany add to her imports. For 
Europe as a whole, the volume of trade 
in 1924 was 20 per cent below the pre- 
war level, while that of all other coun- 
tries was about 18 per cent above what 
it was in 1913. 


FINANCIAL Status oF COUNTRIES 


The post-war boom which developed 
in world trade after the signing of the 
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Armistice may be attributed to the 
fact that at the end of 1918 many 
European and other markets were 
stripped of merchandise; the need for 
goods was interpreted as an economic 
demand for them; prices soared and as 
long as sellers were willing to extend 
credit, wares could be sold at a large 
““paper”’ profit. 
dition, the value of United States ex- 
ports rose from $2,166,000,000 (yearly 
average, 1910-14) and $5,919,000,000 
in 1918 to $7,225,000,000 in 1919, and 
$8,228,000,000 in 1920. Such trade 
inflation could not last. War-stricken 
countries had little purchasing power; 
they could offer few goods in exchange 
for what they were buying and they 
could not be aided through the finane- 
ing of shipments by means of short- 
term mercantile credit. Their inabil- 
ity to meet their obligations resulted in 
frozen credits. By the middle of 1920 
prices began to fall, but even this fall 
in prices did not stimulate trade for 
some time. There was a drop in the 
value of exports from the United States 
to $4,185,000,000 in 1921 and to 
$3,832,000,000 in 1922. A steady rise 
in our exports has taken place since, 
their value having reached $4,909,000,- 
000 in 1925. 

Currency depreciation has been 
weighing heavily upon Continental 
Europe. This depreciation which has 
been evident since the war expresses 


the impoverishment of the European | 


people as well as the inability of their 
governments to meet problems of post- 
war readjustment. The effect of the 


enormous depreciatién of money on | 


international trade has been demoraliz- 
ing. 
duction in countries of depreciated 
currencies, while violent fluctuations of 
these currencies due to repeated issues 


of “uncovered” paper money and to | 


sporadic efforts to improve exchange 
conditions have discouraged importers 
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It has tended to disorganize pro- , 


| 

tern 
Stat 

of 
wor 
with 
tion 
per 
1915 
1925 
ove! 

| to b 
the 
from 
large 

: capi 

| able 

call 

decli 

1925 

| 000,' 

$375 

000,' 

| 1910 
} 
| 
4 
4 
y 


and exporters by making it extremely 
difficult for them to calculate the cost 


of goods. 
GRADUAL STABILIZATION 


A study of the direction of the in- 
ternational commerce of the United 
States reveals the fact that the balance 
of our trade with the non-European 
world is heavily against us, this not- 
withstanding the fact that the propor- 
tion of our exports rose from about 13 
per cent of the total world exports in 
1913 to 18 per cent of that total in 
1925. It is our large excess of exports 
over imports to Europe which helps us 
to balance our foreign trade. Due to 
the transition of the United States 
from a debtor nation to one of the 
largest creditors in the international 
capital markets, our so-called “favor- 
able” balance of trade will be eventu- 
ally replaced by a surplus of imports 
over exports. This surplus has been 
declining, though it is still large; in 
1925 it was $681,000,000 as compared 
with $2,950,000,000 in 1920, $1,976,- 
000,000 in 1921, $981,000,000 in 1924, 
$375,000,000 in 1928, and $%477,- 
000,000, the yearly prewar average, 
1910-1914. This surplus may be ac- 


were” 


Tue Errects oF THE Wortp War oN TRADE 


counted for by large flotations of foreign 
governmental and private securities in 
this country, by a direct flow of Amer- 
ican capital into foreign enterprises, 
by immigrant remittances and expendi- 
tures of American tourists abroad, and 
by the non-meeting of their obliga- 
tions to us by debtor nations. 

Europe has been gradually moving 
towards economic stabilization and 
recovery, the movement having become 
especially pronounced since the adop- 
tion of the Dawes reparations plan and 
the signing of the Locarno treaties. 
European recovery will mean more 
intense competition in some of the best 
foreign markets of the United States. 
This competition is beginning to be felt 
with an ever-increasing force in certain 
lines of textiles and in iron and steel 
goods. Our sales of those commodities 
in which we do not possess advantages 
of technical superiority or of lower unit 
cost of production, are likely to be cur- 
tailed. On the other hand, European 
recovery will benefit us by raising the 
purchasing power of various European 
nations and by re-establishing the 
equilibrium in the world’s economic 
activities which was so rudely shattered 
by the gigantic struggle of 1914-18. 
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_ North American wheat as unity. 


Wheat and Wheat Flour 


By Atonzo ENGLEBERT TAYLOR 
Food Research Institute, Stanford University, California 


Tue SratisticaL Postrion 
N order objectively and judiciously 
to appraise the position and purpose 
of wheat culture and exports of the 
United States, we must include con- 
sideration of the wheat of Canada. 
From the standpoint of North Ameri- 


can wheat growing, agriculturally and 
geographically, the boundary between 


Canada and the United States is arti- 
ficial. The boundary has, however, 


determined developments in transpor- 
tation, milling, trade and banking. 
Whatever view one may hold on the 
subject of tariff on wheat, the United 
States, with large population and low 
per capita wheat production, is directly 


faced by Canada, with small popula- 


tion and high per capita wheat pro- 


duction. The relations between the 
United States and Canada find expres- 
sion in competition between their 
wheats within each country and in the 
- common cereal markets of the world. 
If it were not for divergent varieties 
and qualities, Europe would regard 
For 
American mills, however, the wheats 


AS _of North America are not a manufac- 
turing unity. 


In the charts on pages 34 and 35 are 


_ depicted the changing positions of 


_ wheat crops and exports of the United 


_ States and Canada during the past three 
decades, under the combined influences 
naturaldevelopmentsand war. From 

_ this chart one makes the inference that 
expansion of wheat growing and export- 
ing may be expected to continue in 
Canada. There is still virgin wheat land 


Canadian wheat has recently been 
developed, called Garnet; if the pre- 
dictions for this wheat are fulfilled as 
were the predictions made for Marquis 
wheat when it was introduced, a long 
east-and-west belt lying north of the 
present Marquis belt will become avail- 
able for the growing of high-grade 
wheat. Canada is in the full swing of 
the extractive stage of wheat growing; 
the United States, apart from one area 
centering around western Kansas, is 
passing out of this stage. Appraising 
the data in the light of increase of 
population, dimensions of agricultural 
areas and expansion of acreage since 
1890, one realizes that the United 
States has passed out of the homestead 
phase of wheat growing, while Canada 
has not yet reached the crest of the 
development. Canada is expanding 
in the direction of greater exportation; 
we are contracting in the direction of 
self-sufficiency. 

Table I presents for the United 
States the figures for crop estimates, 
exports of wheat, exports of flour, 
imports of wheat and imports of flour 
for the crop years 1904-05 to 1913-14 
and 1921-22 to 1925-26, with net 
export of all wheat in terms of wheat 
and the percentage of this net export 
to the crop. Table II presents for 
Canada the corresponding data for the 
same periods. The transit wheat and 
flour passing into export is excluded. 

The table for the United States pre- 
sents an exaggerated figure for export 
for the post-war period, because a 
considerable volume of flour ground 
from Canadian wheat is included in the 
domestic flour export, a matter to 
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which further sitaiiile will be made 
below. Valuable as is the export out- 
let for certain groups of mills and kinds 
of flour, it is a small proportion of the 
product of the industry. In the case of 
Canada, on the other hand, the flour 
exported is more than half the flour 
manufactured. In short, wheat mill- 
ing in Canada is primarily an export 
industry; in the United States, pri- 
marily a home industry. 


TABLE I1]—Wuear Crops anp Net Wueat Exports (Incituptne Fiovur) or tHe Untrep 
Srares AND CANADA, 1909-10 ro 1913-14 aNp 1921-22 To 1925-—26* 
(000,000 Bushels) 


The largest fraction of ene of 

North American wheat and flour goes — 4 
to Europe. During the last five years _ 
for which we have complete figures, — 
eighty-four per cent of the Canadian | 
exports of wheat and flour went a 
Europe; of the wheat and flour exports _ 
of the United States, seventy percent 
went to Europe. Before the war Eu- 
rope, outside of Russia, importedonan 
average 407 million bushels of wheat _ 


Five Years’ Crop 


Five Years’ Net Export 


1909-14 1921-26 1909-14 1921-26 
TTT 3,451 4,012 526 950 
eee 986 1,848 481 1,330 


*Source: Data obtained from Tables I and II above. 


The relations in the two countries 
are strikingly revealed by the five-year 
totals of crops and exports before and 
after the war. 

Wheat growing in Canada is the 
prominent agriculture of the Prairie 
Provinces. Viewed from the stand- 
point of disposition of the Canadian 
crop, the primary purpose of wheat 
growing lies in the export trade, and the 
home market is secondary. The value 
of wheat is a huge item in the trade 


unt of Canada, andthe car loadings 


he largest single item in the move- 
ments of herrailwaysand intheir freight 
revenues. During the last decades of 
the last century, wheat growing in the 
United States occupied a premier posi- 
tion; this has been declining with 
increase of population and exhaustion 
of homestead lands. For the United 
States exists a situation just opposite to 
that of Canada—wheat growing is 
primarily a production for the home 
market, the export is secondary and in 
some years little more than incidental. 


to supplement crops of 1,348 million ne 
bushels of wheat and 976 million bush- 
els of rye. Russia was the most 
prominent single source of supply. 
Since the war, pending recovery of her Bi 

agriculture, Europe has been compelled “e 
to import larger amounts of wheat than A 

beforethe war. Inconsequenceofthe _ 
lapse of Russia as wheat exporter, 
Europe has had to secure most of the © 
imports from overseas. The average _ 
European imports during the last five 

years were 556 million bushels of wheat F 
and 50 million bushels of rye to supple- _ 
ment crops of 1,105 million bushels of bal 
wheat and 695 million bushels of rye. __ 
This exaggerated dependence of Europe 
on foreign wheat cannot be expected to — 
continue with the recovery of her agri- _ 
culture. The current dependence on 
overseas wheat will decline with re- 
covery of Russian agriculture. a 


Tue Home Market ror WHEAT 


The wheat export of the United 
States depends on the crop and the ~ 
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home market. American mills have 
first call; what is left over is exportable. 
What determines the home market? 
Custom first, price second. Wheat is 
not the center of the American diet as in 
France and Italy; less even here than in 
Great Britain. Bread, called the staff 
of life, is here used almost as an adju- 
vant, a vehicle for spreading materials. 
One of the best and practically the 
cheapest staple food on the dining 
table, bread is virtually an accessory 
in the diet. The per capita consump- 
tion of wheat has been declining for 
several decades. For most income 
classes, prosperity means lowered in- 
gestion of wheat and increased ingestion 
of meat, dairy products, fruits, sugar, 
vegetables and various specialties. 
The trend of diversification in the 
American diet is clear; although the 
increase in the consumption of com- 
mercially produced fruits and vege- 
tables has been accounted for partly by 
decline in home gardening, it is im- 
possible to resist the conviction that the 
present per capita ingestion contains, 
in terms of calories, a larger proportion 
of fruits and vegetables and a smaller 
proportion of cereals than was the case 
before the war. To some extent the 
decline in consumption of cereals has 
been most marked in the use of maize; 
indeed, there is evidence for the view 
that wheat has gained at the expense of 
rye and the coarse grains. 
During the past five years extensive, 
- and expensive, efforts have been made 
to enlarge the home market by increas- 
ing the per capita ingestion of wheaten 
foods. Advertising slogans, class 
appeals, and high-pressure salesman- 
ship have been invoked in the cam- 
_ paign to induce the population to “eat 
ss more wheat.” We have little statisti- 
gal data on which to base a particular- 
_ iged analysis of current consumption. 
It seems quite hopeless to anticipate 
an increased per capita ingestion of 
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Waueat Crop, Exports, anp Domestic ReTeNTION—CANADA AND THE UNITED STaTEs, 1901-02 To 1924-25 
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wv 
wheaten foods, that would find expres- 
sion in enlargement of the home market 
for wheat, except as the result of,lower- 
ing of national income, cheaper bread, 
or better bread. The food use of wheat 
is quite inelastic and the level of con- 
sumption is not easily or quickly 
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Wareart Crop, Exports, anp Domestic ReTENTION—CANADA AND THE UNITED Srares, 1901-02 ro 1924-25 
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changed. American wheat growers 
have the assurance of continuous en- 
largement of the domestic market, 
due to increase in population. This 
amounts to something like six to seven 
million bushels per annum. A further 
enlargement is in prospect with con- 


” N 


tinued industrialization of the southern 
states, with the result of further sub- = “ 
stitution of wheat for corn. % 
Apparently, the use of wheat as feed a 
for domesticated animals is on the in- 
crease, due in part to continuous ex- 
pansion in the production of poultry 
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and eggs. Farmers are coming to 
regard inferior wheat as an animal crop 
rather than a cash crop, just as in the 
case of corn. There is apparently no 
trend in the per-acre consumption of 
wheat as seed. 

Broadly considered, the present per 
capita consumption of wheaten food- 
stuffs is presumably at its lowest; 
therefore, with increase in the number 
of consuming units through growth of 
population and expansion in feeding 
uses, the net trend is an annual incre- 
ment in the wheat required by the 
domestic population. Gradually the 
demand of the expanding home market 
will approach the supply; and, unless 
acreage is expanded, exports will re- 
sume the trend of decline that was in 
evidence before the war. 

Taking five bushels of wheat per 
annum as a per capita ration, we find 
that the average wheat and flour export 
of the five years before the war was 
sufficient to furnish the wheat ration 
for twenty-one million people in the 
foreign world and during the past five 
years has sufficed to cover the wheat 
needs of forty million people. If one 
will go back to the Civil War and trace 
the expansion of wheat acreage in the 
United States, contrasting this with 
expansion of population, and interpret 
wheat-acreage-growth and population- 
growth in the light of the ration value of 
our wheat and wheat flour exports, one 
arrives at the inference that, other 
things being equal, when our popula- 
tion reaches 130 million it will suffice 
to take care of the average present 
wheat production. This population 
will presumably be reached about the 
year 1935. 

This implies a gradual per capita 
decline in wheat acreage with increase 
in population. If the present per 
capita wheat acreage were to be main- 
tained, this would mean continuation 
of exportable surplus with increasing 


population. Such continued expan. 
sion (apart from available virgin wheaj 
lands) would, according to best agricul. 
tural opinion, represent an injury to 
diversified agriculture, a disruption of 
established crop rotations, and the 
inclusion of submarginal land. It js 
of course, possible that the yield pe 
acre might be increased, to attain ap 
expanding per capita wheat production 
with a declining trend of production 
costs. This, however, is for the nex 
decade unlikely. Apparently, what 
seems most likely is a relative decline ip 
wheat production, during the next ten 
or fifteen years, toward the position of 
mere domestic self-sufficiency. 


Quva.itiges or Export WHEATS 


One of the difficulties in the export of 
American wheat lies in the varying 
price relations of the different varieties, 
this entirely apart from the fact that 
most of our export wheats (apart from 
durum and white Pacific) are unrepre- 
sentative. In most years hard wheat 
sells at a premium over soft wheat, be- 
cause of bakers’ preference for strong 
flours and the continuous increase in 
bakers’ use of flour as against household 
use. But the soft wheats are of uneven 
quality, so that a relative shortage may 
put the higher grades at a premium. 
During the crop years 1924-25 and 
1925-26, soft red winter wheat has been 
at a premium over hard wheat, hard 
spring wheat and hard winter wheat 
alternating second and third, with Pa- 
cific wheat standing apart in a detached 
position. The relations of the prices 
for these varieties in the different years 
do not hold for the international mar 
ket, which introduces an element of 
merchandising confusion. 

Also, the prospects of wheat export 
depend in part on the commercial posi- 
tion of exporters. Exporting odds and 
ends of wheat is a specialized knack. 
The profit in the export of grain iss 
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function of volume of operations. 
American exporters of wheat are also 
exporters of rye and coarse grains and 
often also of Canadian grains. If oper- 
ations of American exporters were con- 
fined to American grains, the business 
would decline to such an extent that 
we would expect to find our export of 
wheat in the hands of representatives of 
European import houses. A few super- 
efficient exporters would survive with- 
out Canadian business; but, for the 
most part, for American wheat ex- 
porters the handwriting will be written 
on the wail when they can no longer 
participate in the export of Canadian 
grain. If the wheat pools of the 
Prairie Provinces of Canada should suc- 
ceed in obtaining control of the export 
trade of Canada, this would be a severe 
blow to American wheat exporters. It 
might also indirectly work to the injury 
of American wheat growers, so far * 

their interests are involved in the ex- 
port of wheat, unless, by some ar- 
rangement with the Canadian pools, 
American wheat growers were pro- 
tected from being at the mercy of 
European wheat brokers. Membership 
in the North American Export Grain 
Association has fallen to thirty-four; of 
these members at least eighteen are 
foreign-controlled. The retrograded 
commercial position of exporters has 
reduced the efficiency of export op- 
erations. 

The wheat exports of the United 
States since the war are much less 
representative and uniform than before 
the war, with the trend towards in- 
feriority. Before the war, in the 
absence of Federal wheat-grade stand- 
ards, European countries were in posi- 
tion effectively to control quality. 
Since the war, operating under Federal 
grade standards, exporters mix their 
wheats so as just to secure a certain 
official grading, usually No. 2. Our 
post-war Atlantic and Gulf exports of 
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winter wheat, both hard and soft, have 
been definitely inferior to the wheats 
exported before the war. Classifying 
the exports, we find, in variable 
amounts: soft white Pacific wheat; 
high-grade, medium, and low-grade soft 
red winter; medium but mostly low- 
grade hard winter wheats; and durum 
wheat. To a considerable extent, we 
export mixed varieties; and, within the 
variety, the wheats are mixed to take 
maximum advantage of the Federal 
grades, that were not framed for the 
benefit of the European importer and 
miller. 

Since the war, therefore, the :Euro- 
pean importer finds American wheats 
inferior in quality, ununiform, often 
mixed in variety, containing undesira- 
ble elements, and representing mostly 
the culls of the American market. As 
against this, the European importer has 
available the representative high-grade 
wheats of Canada, Australia and Ar- 
gentina. Unsatisfactory as was the 
milling quality of Argentine wheat dur- 
ing the past season, it was as uniform 
and dependable as our exported No. 2 
hard winter wheat in recent years. The 
Russian wheats shipped out in recent 
years have been below par, especially as 
regards inclusion of rye; but they have 
given better satisfaction to European 
millers than most American hard winter 
wheats available to European import- 
ers. The relative shortness of the 
American crop contrasted with the 
needs of the home market, the high 
specifications of the American con- 
sumer of flour, and the deterioration of 
wheat consequent on over-cropping, 
find expression in inferiority of Ameri- 
can export wheats. It is this inferior- 
ity that has made American export 
wheats practically the last resource of 
the Europeans, except for lower-priced 
markets where our wheats find lodg- 
ment’ in what amounts to a dumping 
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= tampered with in transit. 


The case of durum wheat is different. 
Durum wheat, the source of semolina 
for alimentary pastes, stands almost as 
far apart from bread-flour wheats as 
does rye. There are three areas of 
durum wheat production in the world 
—the United States, North Africa and 
Russia. Our durum wheat competes 
primarily in Mediterranean Europe 
with the durum wheats of Russia and 
North Africa. The price of durum 
wheat on the domestic market stands 
quite apart from the prices of other 
wheats, as may be noted in a running 
glance over wheat prices. There is a 
home market for durum wheat, small 
but apparently growing; to a small 
extent, also, durum wheat may be 
blended into lower-grade flour. Broadly 
considered, it is substantially correct to 
say that durum wheat, like Canadian 
wheat, is raised primarily for the export 
market, and the price is relatively inde- 
pendent of those of other wheats. This 
also holds true, in part, for Pacific soft 
wheat. 

It is interesting to observe that 
European importers make complaint 
against the quality of Canadian wheat 
shipped to them through American 
ports, believing it to have been tam- 
pered with in transit; and also that 
European importers make complaint 
against the quality of American wheat 
shipped to them through the port of 
Montreal, believing it to have been 
An investi- 
gation has failed to demonstrate the 
occurrence of tampering with Canadian 
wheat passing through this country; an 
_ investigation will, we may be sure, fail 
to demonstrate the occurrence of tam- 
pering with American wheat passing 
through Canada. While not inclined 
to question the sincerity of the Euro- 
pean complaints, the situation illus- 
trates what is known as “playing the 
_ two ends against the middle.” Euro- 


peans also claim that Canadian wheats 
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shipped out of Vancouver are better 
and more uniform than those shipped 
out of Atlantic ports; this is probably 
true as expression of the greater hard- 
ness of Alberta wheats. 

Could we expand our foreign market 
for wheat by raising an additional 
amount of high-grade hard wheat? 
The present wheat acreage does not 
represent our maximum acreage and 
not our best acreage; it includes land 
ill-suited to the raising of high-grade 
wheat, where wheat is planted as a 
rotation crop, and excludes other land 
well-suited to the raising of high-grade 
wheat. In Montana, western Kansas, 
eastern Colorado, northeastern New 
Mexico, and northwestern Texas and 
Oklahoma are notable areas that, with 
fallowing and summer tillage, are well 
adapted to the raising of high-grade 
hard wheat under tractor cultivation. 


It would not appear to be difficult to | 


secure an additional fifty million 
bushels of hard wheat from these areas, 
so far as the agricultural potential is 
concerned. But if this were to be 
accomplished in addition to the present 
wheat acreage, this would merely mean 
that American mills would take posses- 
sion of the additional good wheat and 
set free a corresponding amount of in- 
ferior wheat. The net result would be 
increase of the exportable surplus of the 


wheats that Europe wishes least, in- | 


stead of the acquisition of an exportable 
surplus of the wheats that Europe 
wishes most. No matter how large the 
crop of wheat, we will always use the 
best and export the rest; this is the 
direct expression of high flour stand- 
ards and low wheat standards. In fact, 
we face the prospect of curtailment of 
the foreign market, as a result of restora- 
tion of wheat growing in Europe and 
Russia and continued expansion of vir- 
gin wheat lands in Argentina, Australia 
and Canada, because they offer better 
export wheats than ours. 
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Tue Foreicn Import MARKETS 


It is convenient to divide the world 
import market into European and ex- 
European. These markets are to be 
appraised for wheat and wheaten flour 
separately; this is necessary in order to 
obtain a clear idea of consumptive 
demands. 

Europe—considered as a unit, a net 
importing continent for foods and fod- 
ders—regards the importation of 
wheat as preferable and the importa- 
tion of flour as disadvantageous. The 
milling of imported wheat employs 
capital and labor in Europe. Ocean 
carriage of wheat to Europe is usually 
the cheaper, despite efforts of millers to 
secure comparable freight rates for 
four. Grinding imported wheat in 
consuming countries enables a broader 
use to be made of domestic wheats. 
In the imported wheat is from twenty- 
four to twenty-eight per cent of offal 
that is highly prized as concentrated 
feeding stuff, containing practically 
one-third of the protein of the raw 
material. Europe cannot import 
wheat offal from overseas on account 
of perishability and bulkiness. When 
flour is imported instead of wheat, in 
replacement of the wheat offal fraction, 
an importation of concentrated feeding 
stuff must be made in the form of 
coarse grain, oil seeds, or their products. 
Considered from the national interests 
of the importing European countries, 
it is more advantageous to import a 
certain amount of feeding-stuff protein 
in the form of wheat offal (attached to 
the unmilled wheat) even when the 
price of the offal based on the cost of 
the wheat somewhat exceeds in the 
country of destination the price of a 
protein-comparable substitute. This 
holds least for the United Kingdom, so 
far as American wheats are concerned, 
because mill feed from Australian 


wheat occupies the premier position 
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there, and in any event concentrated 
feeding stuffs occupy a relatively fluid 
position in the market of Great Britain. 
On the other hand, certain European 
countries have grounds for preference 
for import of flour instead of wheat. 
The Levantine market for clear flour, 
the Scotch market for soft flour, and 
particular Continental markets for 
short-extraction flours are illustrations. 
Also, some countries have only a lesser 
need and low demand for mill feed. 
Beyond this, European flour import- 
ers endeavor to enlarge their oper- 
ations, quite irrespective of the inter- 
ests of millers, workers and agrarians. 
The European importer of flour has 
one advantage over the importer of | 
wheat: his flour comes on the market 
in a mature state, whereas the Eu- 
ropean miller must hold his flour in 
store for a number of weeks in order to © 
offer the baker a comparable article. — 
A popular mixture of wheats for a 
British port-mill is forty parts of 
Canadian hard spring, twenty parts of 
hard Russian winter or semi-hard 
Rosafé, twenty parts of Australian 
white, and twenty parts of Karachi. 
The country mills use proportionately 
more Canadian and less Southern 
Hemisphere wheats. These blends 
yield flours that are stronger than most 
Pacific Coast export flours, softer than 
the general run of American export 
flours, and much softer than Canadian 
hard spring flours. A standard blend 
in France is composed of thirty per cent. 
Australian, ten per cent Karachi, 
thirty per cent hard Russian winter or 
hard American winter, and thirty per 
cent domestic wheat. This furnishes — 
a flour appreciably softer than the one — — 
produced in England with the a a 
blend of wheats. Regardingthesetwo _ 
blended flours as representative, Aus- 
tralian and Pacific Coast flours would 
be softer than either, Argentine flour “i 
about as hard, American hard winter _| 
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flour somewhat harder, and American 
and Canadian hard spring consider- 
ably harder. The European baker 
would choose among them in accord- 
ance with the particular use of the 
flour, if the import flours were offered 
at comparable prices with the domestic 
blends. 

The Canadian flours, while very 
strong, are uniform; the American 
flours, with the exception of those 
ground from Canadian hard spring 
wheat, are much less uniform. The 
flours of Argentina and Australia are 
semi-hard and soft respectively, but 
uniform in type. The European flour 
importer classifies the American flours 
from American wheats, with the excep- 
tion of certain established brands, as 
lower in quality and less dependable in 
type and uniformity than the compet- 
ing flours of Canada, Australia and in- 
deed Argentina. It is against this 
handicap that the American flour ex- 
porter must operate in the endeavor to 
maintain export trade. 

The ex-European market for wheat 
and flour is divided into two fractions: 
one, the Orient; the other, Central and 
South America and the West Indies. 
The market in Central and South 
America and the West Indies is largely 
a market for flour rather than wheat 
and for good-keeping flour for the most 
part. The Asiatic market is for the 
most part a dumping market for both 
wheat and flour. In Central and South 
America and in the West Indies flour is 
a prime staple and stands above the 
other cereals; the markets are relatively 
stable, slowly expanding and quite 
inelastic and resistant to price change, 


- _ though the poorer population takes to 


- maize when wheat becomes too expen- 
sive. In Asia wheat competes with the 
other cereals, with rice above it and 
millet below it in price class; with low 
per capita purchasing power and a low 


i standard of living, wheat is purchased 
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largely on a price basis, except for the 
preference accorded to rice, and, other 
things being equal, the takings of the 
Orient are inverse to the price level, 
The Orient cannot be regarded by 
wheat growers as a promising market 
even for the dumping of low-grade 
wheat and clear flour. 

We export several kinds and varie- 
ties of flour. High-grade soft flours go 
from the Pacific Coast to Europe, 
South America, the Levant and the 
Orient ; straight and clear soft flours go 
from the Pacific Coast to the same re- 
gions, practically as a dumping trade. 
From the region east of the Rocky 
Mountains we export to Central and 
South America, the West Indies, Eu- 
rope and the Levant a certain amount 
of high-grade blended flour, a variable 
amount of straight and long bakers’ 
patents, and a notable volume of clears 
that represents again a dumping trade. 
In addition, an increasing proportion of 
our export flour is strong flour ground 
from imported Canadian hard spring 
wheat. Canada exports strong flours 
ground from hard spring wheat, pat- 
ents, long patents, straights and clears. 
The export flours of Argentina and 
Australia are largely straights and 
patents, so far as Europe is concerned. 
These different export flours find their 
niches in the different countries of the 
world, from season to season, at vary- 
ing price levels between the highest and 
the lowest. 

It is the peculiar handicap of Ameri- 
can mills, on account of our large popu- 


lation and our small wheat crop, that | 


we have available for export so little 
high-grade flour and so much low- 
grade flour that has to seek a dumping 
market. It is this general situation— 
American export flour largely of un- 
representative type and partly of infe- 
rior quality, competing against higher- 
grade, representative and uniform flours 
from other countries—that has made 


be 
flout 
has 
the 
ing) 
inde 
in le 
beca 
to pi 
For 
dian 
Stat: 
large 
unife 
Ai 
flour 
from 
sons 
ican 
Ame 
Atla 
Grea 
the 1 
J Ame 
Can: 
port 
TI 
such 
Ame 
have 
at th 
expo 
crop. 
$0 as 
factu 
ly, s 
: thou 


flour exporting increasingly difficult. 
Despite efficient milling, flour export 
has declined. Year after year, since 
the war, by common consent of export- 
ing millers, American clear flours have 
carried a very low conversion charge; 
indeed, it is not too much to say that to 
a considerable extent the export trade 
in low-grade flour has been continued 
because the American household is able 
to pay high prices for high-grade flours. 
For the first time, the export of Cana- 
dian flour exceeds that of the United 
States this crop year, a result ascribable 
largely to the quality, character and 
uniformity of Canadian flour. 


FLour Exports 


American flour exports consist of 
flours from two sources, some ground 
from domestic wheat, and others from 
imported Canadian wheat. For rea- 
sons of transportation that need not be 
gone into, the Atlantic exports of Amer- 
ican wheat pass out both through 
American and Canadian ports and the 
Atlantic exports of Canadian wheat 
pass out through both Canadian and 
American ports. In each country is a 
large group.of mills eastward of the 
Great Lakes. Canadian mills have 
the right to grind American wheat in 
transit and reéxport the flour, and 
American mills have the right to grind 
Canadian wheat in transit and reéx- 
port the flour. 

There is nothing discriminatory in 
such milling in transit. There is no 
business for Canadian mills in grinding 
American wheat. The Canadian mills 
have a large volume of domestic wheat 
at their disposal. Since Canada must 
export nearly three-fourths of her wheat 
crop, she has the natural desire to do 
so as much as possible in the manu- 
factured state. The Canadian mills 
export only one kind of flour, name- 
ly, strong spring wheat bread flour, 
though in several grades. There would 
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be no commercial purpose in import- 
ing softer, and for the most part medi- 
ocre, American wheats for grinding for 
export, or utilizing such wheats in 
transit for export. 

There is a business for American 
mills in grinding Canadian wheat. 
Geographically considered, it is im- 
material whether Canadian wheat 
milled for export of flour is ground 
north or south of the international 
boundary. Buffalo possesses an ad- 
vantageous position for grinding Cana- 
dian wheat for export of flour, since 
Buffalo is the largest eastern terminus 
of the Lake traffic and is prominent in 
winter storage of Canadian wheat. 
In Buffalo are groups of mills of large 
capacity designed particularly for 
grinding flour for the export trade. 
As the export of flour from domestic 
wheat declines, the importance to the 
milling industry of the grinding of 
Canadian wheat for export of flour in- 
creases. This manufacture of flour 
for export is advantageous to American 
mills since it increases the volume of 
operations, represents an added value 
of manufacture, and makes an addi- 
tional supply of mill feed available for 
the dairies of the northeastern states. 
In addition, the practice is forced on 
American mills if they are desirous of 
maintaining established foreign mar- 
kets. After domestic consumers have 
taken the flours of our best wheats, 
there remain for export mostly second 
or lower grades. Lacking American 
quality wheats at world prices, the 
Amerivan mills in the Buffalo district 
turn to Canadian quality wheats freely 
available to them at world prices, and 
mill these in bond for export of flour, 
with payment of duty on retained mill 
feed. Disregarding Pacific exports, a 
large part of the high-grade flour now 
exported from the United States is 
ground from Canadian wheat. The 
law permits grinding in bond or grind- | 
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ing duty-paid wheat with drawback, 
but the former alone is utilized in prac- 
tice. With relatively rising prices of 
high-grade wheats in the United States, 
purchasable only on premiums, millers 
find it difficult to maintain foreign 
markets in competition with Canadian 
fiours, and thus more and more the 
eastern mills tend to supply their for- 
eign demand for high-grade flour with 
flour ground from Canadian wheat im- 
ported in bond. 

Before the war Canadian wheat was 
ground for reéxport of flour only in 
nominal amounts. Since the war, 
however, the practice has become 
greatly expanded. The approximate 
proportions of flour exports derived 
from Canadian wheat during the past 
five years were as follows: 
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the American farmer. Only where the 
flour standards of consumers are low, 
where wheat and flour sell down to a 
price fixed by low standards of living, 
can we hope to maintain export wheat 
and flour markets for strictly domestic 
products. It is possible that foreign 
markets for common or low-grade 
wheat and flour may be susceptible of 
development, but it is difficult to be- 
lieve that profits from such markets can 
be reflected back to the American 
wheat grower. 

Viewed in this sense, the American 
milling industry uses the high-grade 
wheat of the expanding Canadian 
wheat area to supplant the failing sup- 
plies of high-grade American wheat. 
Looking into the future, it is not diffi- 
cult to envisage a situation in which our 


(000 Barrels) 
1921-22 1922-23 1923-24 1924-25 | 1925-26 
Total flour exports of United States*....| 15,797 14,883 17,253 13,896 | 9,542 
Exports of flour from Canadian wheat f.. 1,313* 1,975 2,958 1,292 3,438» 


* Source: Monthly Summary of Foreign Commerce. Figures for May and June 1926 furnished by 


U.S. Department of Commerce. 


t Source: United States Imports of Mill Feed From Canada, by J. A. LeClerc, Commerce Reports, 


December 7, 1925, p. 572; 1925-26 figure supplied by Department of Commerce. 


Exports of flour 


ground from imported wheat are classed as domestic exports and there is no published segregation. 
On the assumption that flour from the reported grindings of wheat in bond during a fiscal year is 
exported during that year, the figures for exports of flour from Canadian wheat are obtained by 
estimating 4.7 bushels of wheat to the barrel of flour. 


«Nine months only (October—June). 
bSubject to revision. ~~ 


Apart from flour ground from Cana- 
dian wheat, for the most part Amer- 
ican export flours must sell on price 
rather than on quality. It is a dump- 
ing trade, just as with our wheats. 
Our high-grade wheats stand at a pre- 
mium in the home market, and the ex- 
portable wheats are what is left over 
after the American mills have culled 
out the premium wheats. The flour 
standards of the American consumer 
are higher than the wheat standards of 


flour exports would consist of low-grade 
and clear flours from domestic wheat 
and high-grade flour from Canadian 
wheat. 

This prospect has brought about an 
antagonism between the milling indus- 
tries in the two countries. There has 
been a great deal of back-and-forth 
trade banter between American and 
Canadian mills eastward of the Great 
Lakes as to their respective advantages 
and disadvantages in milling for ex- 
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port. Probably the facts as to com- 
parable costs and expenses vary from 
year to year: in any event, they are 
not accurately determinable outside of 
the books of the milling companies on 
both sides of the international line. 
Recently an agitation has been started 
in Canada against this practice of 
American mills, with a proposal to 
make the grinding of Canadian wheat 
in American mills for reéxport of flour 
unprofitable and therefore impossible. 
The method by which this is sought to 
be accomplished would lie in some sort 
of export tax placed against all wheat 
passing out of Canada into the United 
States, to be cancelled without cost to 
the exporter on proof that the wheat 
had been reéxported from the United 
States unground or had paid the Amer- 
ican tariff duty if ground in the United 
States. This agitation against milling 
of Canadian wheat in transit in the 
United States is favored by the Cana- 
dian millers, but has not been supported 
by the growers of the Prairie Prov- 
inces. A considerable volume of Ca- 
nadian flour exported to Europe passes 
through this country, and Canadian 
millers desire to hold this advantage for 
themselves while denying to American 
mills the right to mill Canadian wheat 
in transit. If such an export tax were 
levied, American millers would have to 
choose between building or buying mills 
in Canada or suffering a disastrous set- 
back in foreign markets. ‘ 
Carried to its logical conclusion, the 
Canadian proposal would estop man- 
ufacturing countries from reéxporting 
the finished products of imported raw 
materials—a rather extraordinary 
proposition to be advanced by a Do- 
minion of the British Empire. 7 


= 
Tue Future TREND 


With the data on prewar and post- 
war exports of wheat from the United 
States and Canada lying before us, one 


‘ 
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is naturally impelled to venture some 
interpretation as to the future trend. 
In order to do this, a world view must 
be conjoined to the North American 
view. Let one compare the current 
position of wheat growing in the United 
States and Canada with what might 
have been expected had the interna- 
tional boundary not existed. Were 
this boundary not in existence, we infer 
that wheat growing in the next decade 
would expand relatively more north of 
the 49° latitude than south of it, and 
this trend will persist despite the 
boundary line. 

The world view includes a forecast of 
the trend of wheat production in the 
world, a revaluation of the relation of 
agriculture to industry in Europe, a 
conjecture as to the agricultural re- 
covery of Russia and the Danubian 
States, an adjudgment of agricultural 
expansion in typical extractive coun- 
tries like Argentina and Australia and 
the present and prospective positions of 
their international accounts, an ap- 
praisal of the future expansion in the 
United States of manufacture for pur- 
poses of export, a guess at develop- 
ments of free trade or controlled trade 
throughout the world, and a broad 
consideration of international finance, 
debt payments and balances of inter- 
national accounts of the continents and 
countries of the world. These cannot 
be gone into exhaustively at this time, 
but it is necessary to emphasize certain 
points in their bearings on the future 
export of wheat and wheaten flour from 
the United States. 

The effects of expansion of world pro- 
duction of wheat (through restoration 
of Europe and Russia and extensions 
in Argentina, Australia and Canada) 
depend on the growth of population 
and on the per capita wheat consump- 
tion of the world, as the expression 
largely of competition between wheat 
and other cereals—these being, for 
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different countries, rye, maize, oats, 
barley, rice and millet. Still more 
broadly considered, the prospective per 
capita wheat consumption of the world 
depends upon the development of the 
_ diet in different countries, in respect of 
the relations between primary and 
secondary foodstuffs. In some coun- 
tries of the world (and in some classes in 
all countries) increase of income means 
- enlargement of wheat consumption by 
_ substitution of wheat for cheaper pri- 
mary foodstuffs; in some countries of 
the world (and in some classes in all 
countries) increase of income means 
curtailment of wheat consumption by 
_ substitution with secondary foodstuffs, 
particularly meats. On the basis of 
historical perspective and experiences, 
one is in position to enumerate the fac- 
tors in the direction of increased and 
decreased wheat production and con- 
sumption in the world; but one is not 
_ in position to evaluate the interactions 
of these forces or to make a forecast of 
the quantitative outcome. 
Since the war the United States has 
made heavy exports to wheat-import- 
_ ing countries, largely as the result of 
needs arising out of the war and related 
to subnormal production in Europe and 
the collapse of Russian exports. This 
abnormal import market for wheat in 
Europe the United States has shared 
with Canada, Argentina and Australia. 
When European agriculture is restored 
_ and Russia resumes her place as wheat 
and rye exporter, the demands of 
_ Europeans for wheat from overseas 
may be expected to recede from the 
level of recent years. When this re- 
cession arrives, the United States must 
expect to receive a larger relative share 
of it than falls upon Canada, Argentina 
and Australia. 

f We discern divergent views on the 
relations of export of wheat. The 
traditional view, dating back to the 
time when we were in the extractive 
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stage of development and were a debtor 
country, is that we should produce al] 
that we can (including promotion of 
reclamation projects and making the 
best of soil, climatic conditions, and 
parasitic depredations) and sell the 
surplus wherever salable at the best 
price procurable. This view has im- 
plicitly included the cultivation of sub- 
marginal lands, the use of the public 
domain, and mining of nitrogen, phos- 
phate and potash from soils. Related 
to this policy of expansion was the 
rapid increase in land values from 1890 
to 1920, the heavy increase in farm in- 
debtedness and the augmentation of 
farm taxes. This view has a large 
agrarian and political following, as is to 
be observed in the hearings and debates 
on the subject of agricultural distress 
during the past five years. Outside of 
agrarian circles also there is widespread 
belief in the utility of large crops as a 
factor in good business. Before the 
war it was a common banking view that 
large crops meant prosperity, quite ir- 
respective of price levels for the crops. 
The ultra-modern formulation regards 
a large wheat crop as the basis of a busi- 
ness development. Chambers of com- 
merce believe that we can use large- 
business methods in handling wheat 
and flour exports and booster methods 
in getting new markets, and that mod- 
ern salesmanship can enlarge the for- 
eign markets for American wheat, even 
in backward countries with small pur- 
chasing power and low standards of 
living, like China.' 

According to another view, we should 
undertake to raise about what we need, 


1 Jt is true that in the Orient rice occupies a 
price level much higher than wheat, and this 
despite the fact that cleaned rice and wheat flour 
have practically the same food value. Why do 
Oriental countries not consume more wheat? 
This is a broad question that cannot be gone into 
here. But it is pertinent to point out that the 
Chinese wheat crop is probably as large as that of 
the United States, though unreported in statis- 
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making — allowances for va- 
riations in yields, with surpluses in good 

carried into export whenever 
profitable, but otherwise fed to animals 
and carried over to balance years of 
poor crops. This is what might be 
called the industrial view of wheat 
growing. It undertakes to adjust sup- 
ply to demand, both for domestic and 
international trade. This view has 
many adherents among economists, 
industrialists and conservative farm 
leaders, especially east of the Missis- 
sippi, but finds fewer adherents among 
agriculturalists west of the central 
states. The export of wheat and 
wheaten flour is not integrated; exports 
may be remunerative to millers, bank- 
ers, railways and exporters, without 
being remunerative to growers. So 
long as wheat growing is in the extrac- 
tive stage and growers look on advanc- 
ing land values as deferred compensa- 
tion, the export of wheat and wheaten 
four may be expected to continue, 
even although directly unremunerative 
to growers. A certain incidental sur- 
plus is inevitable and must be exported 
for whatever it will fetch; but one 
must not confuse the export of a true 
surplus of wheat and flour with export 
of incidental wheat and flour, that 
is really subsidiary to raising wheat 
and grinding flour for domestic con- 
sumption. 

Finally, there is the view that we 
should undertake to raise somewhat 
less than domestic requirements and 
trust to the continuous necessity of 
minimal imports from Canada to keep 


tics; and that additional wheat lands are abun- 
dantly available within and adjacent to China, 
lacking only facilities of transportation. It 
would obviously be more logical for China to 
raise more wheat, if wheat is to replace rice, un- 
less development of requisite transportation is 
impossible. In Japan, where the consumption of 
wheat is rapidly expanding, it is the view of 
experts that Asia should raise her own wheat and 
not import it from North America. 
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domestic prices to the highest point — a 
practicable behind the tariff wall, as is 
at present the case with hard spring 
wheat. This view might be termed the 
trust view. It is the position of wheat 
growing that one would expect to 
evolve naturally in the course of adec- 
ade or two. According to this view, — 
American agriculture is passing from 
the extractive stage to that of intensive — 
cultivation, with rotation of diversified 4 
crops. All idea of export as a remu- | 
nerative outlet for wheat, except in an 
occasional year or under unusual cir- __ 
cumstances, is relinquished, and the s 

tariff is used as the instrument for se- 
curing the highest practicable price. _ 


= GENERAL OBSERVATION 


There is no discernible prospect of © 
wheat shortage in the United States; 
the American wheat grower who plans 
his acreage in the expectation of im- _ 
pending shortage is farming under a de- — 
lusion. There is no discernible pros- _ 
pect of wheat shortage in the world, _ 
The American wheat grower who plans | 
his acreage in the expectation of im-_ 
pending world shortage is farming on a — 
long-shot speculation. Strictly speak-— 
ing, the world does not for upkeep need — 
the wheat and coarse grain exports of 
the United States. Our wheat is re- 
placeable; if we were to cease export- 
ing, the replacement and adaptation — 
would occur. Lacking our coarse 
grains, the world would expand on 
tropical oil seeds. Our export wheat is" 
desired largely because it is relatively 
cheap, all factors considered. When 
Russia and the Danubian States are 
again agriculturally restored, the truth — 
of this general proposition will become 
apparent. 

Despite much talk about indispen- 
sability of stated wheat supplies in im- 
port countries, despite the emphasis on 
bread as the staff of life, there is a sur- _ 
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prising amount of elasticity in wheat 
demand, due to substitution. Thus, 
in 1924-25, in a year of anticipated 
shortage, a season characterized by 
high carryover-in and low carryover- 
out, the crop year closed with moderate 
prices. This past season, with pro- 
spective shortage, with low carryover 
both in and out, again the crop year 
closed with relatively easy adjustment 
between supply and demand and de- 
clining prices. Europe is in position 
to make substantial adjustments wher- 
ever the saving is impressive. 

There is no established national 
policy of wheat export. The mercan- 
tilist notion that every export is ipso 
facto a national benefit may be dis- 
missed by wheat growers. The notion 
that wheat growers are under obliga- 
tion continuously to produce a surplus 
as a premiumless insurance fund for 
consumers is devoid of foundation. 
The idea that wheat surpluses are 
shown to be useful because they dis- 
appear instead of accumulating has no 
importance for the problem of wheat 
growing, since the surpluses disappear 
partly by cheap substitution for other 
foodstuffs and partly by degrada- 
tion to animal feeding stuffs and, in- 
deed, to a considerable extent through 
wastage. 

The growing and expori of wheat is a 
private business, not a public utility. 
The wheat grower isa public benefactor 
in no other sense than is the producer of 
any basic commodity. The grower of 
wheat is under no historical, political or 
nationalistic impulse to make unre- 
munerative contributions to society. 
The growing and export of wheat repre- 
sent the commercial ‘undertakings of 
some two million individual American 
capitalists whose operations are to be 
interpreted and directed strictly from 
the standpoint of monetary profits and 
losses. The wheat grower does not re- 
gard himself as an originator of trans- 
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actions for others, but as a seeker for 
profits for himself. 
It seems to be the consensus of opin- 
ion, for which no adequate statistical] 
evidence has been adduced, that the ex. 
port of American wheat was remuner. 
ative in the five years before the war, 
It seems clear that the export of wheat 
out of the crops of 1920, 1921, 1922 and 
1923 was relatively unremunerative to 
wheat growing as a whole, though to 
what extent is indeterminate. The 
prices received for the crops of 1924 
and 1925, on the contrary, are gener- 
ally regarded as having been remuner- 
ative to the industry as a whole, though 
again to anextent that is indeterminate, 
It is easy to connect with the price of 
export wheat the lack of remuneration 
in 1920-24, but it is difficult to ascribe 
to the export of wheat the remunerative 
price of 1924-26. The export of 
wheat is a precarious business, insofar 
as concerns its influence on the value 
of the wheat crop to growers. Ap- 
parently, on the basis of accepted aver- 
age acreage costs, the level of wheat 
prices regarded as remunerative for 
export is appreciably higher for the 
United States than for Canada, Ar- 
gentina, and Australia. Prospectively 
there is a price level, with large world 
crop, at which the export of wheat 
would be unremunerative to wheat 
growers in the United States, Canada, 
Argentina and Australia; above this is 
another price level at which the export 
would be regarded as remunerative to 
wheat growers in Canada, Argentina 
and Australia, but would be regarded as 
still unremunerative to the American 
growers; finally, above this stands an- 
other price level at which the export of 
wheat would be regarded as remuner- 
ative to American wheat growers as & 
whole, and further still more remu- 
nerative to wheat growers in Canada, 
Argentina and Australia. Under this 
formulation of the situation, the export 
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of wheat from the United States stands 
at an actual or potential disadvantage 
contrasted with Canada, Argentina 
and Australia. 

Clarity of view in respect to the do- 
mestic trend is aided by appreciation of 
important international factors and 
situations concerning which we suffer 
from more or less current misconcep- 
tions. In the background of all Amer- 
jean agricultural programs stands the 
inevitable policy of Europe, political 
and economic, to make herself as far as 
possible self-sufficient in staple food- 
stuffs and to seek out the indispensable 
imports in countries overseas (including 
Russia) that are still in the extractive 
stage and are net importers of manu- 
factured goods and of services in com- 
merce. The policy of Europe andthe 
necessities of the surplus-producing 
countries unite in the effort to curtail 
the export of American farm products 
to Europe. ‘ 

Important are the opposing positions 
occupied by wheat-exporting countries 
in respect of balance of international 
payments. The United States is a 
creditor country. The largest wheat 
importer, Great Britain, is a creditor 
country; the wheat-importing coun- 
tries of Continental Europe are debtor 
countries. Outside of the United 
States, the wheat-exporting countries 
are debtor countries. Wheat is sold in 
international trade for pounds sterling 
or dollars. The international trade in 
wheat centers in Great Britain, is con- 
ducted primarily in sterling and stands 
in close co-operation with British bank- 
ing that works in harmony with the 
fiscal policy of the Empire. American 
wheat exporters are willing to accept 
sterling or dollars; but our national 
treasury is under no compulsion to 
accumulate bills of sterling exchange. 
Argentina, Australia and Canada must 
annually accumulate bills of exchange 
in sterling or dollars, and wheat is one 


of the principal commodities employed 
by them in the purchase of sterling 
exchange. 

Without entering into discussion of 
the mechanisms of trade, we may be 
sure that the net effect of the situation 
is to facilitate the export of the wheat 
of the surplus-producing debtor coun- 
tries, especially in view of the advan- 
tageous trading position occupied by 
the British international grain mer- 
chants. Our position as creditor coun- 
try operates against the wheat grower. 

For purposes of discussion, it is ap- 
proximately correct to say that in our 
present international account the items 
of interest receivable on foreign loans 
and investments, ocean freights, mo- 
fion picture royalties, and expenditures 
of tourists in the United States nearly 
balance interest payable on foreigners’ 
investments in this country, ocean 
freights, immigrant remittances, elee- 
mosynary foreign expenditures and 
outlays of American tourists abroad. 
Whatever balance of debits of these 
items exists, is available for importing 
countries to purchase goods from the 
United States. Disregarding move- 
ments of gold and silver and repayment 
of investments on both sides, the main- 
tenance of an excess of export of goods 
over imports is contingent on continua- 
tion of foreign credits and investments 
by American nationals. Applying this 
general statement specifically to wheat, 
this means that during the past five 
years European countries have pur- 
chased wheat from us with money 
loaned to them; and in the future the 
export of wheat from the United States 
will to some extent rest on loans by the 
United States or movements of capital 
to importing countries. 

Do we need to export wheat to pay 
for essential imports like rubber, tin 
and coffee? It has been repeatedly 
urged in the Congress that exports of 
agricultural products must be main- 
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tained in order to pay for necessaries, 
not producible in this country, that are 
needed more and more in the high 
standard of living of our people. It is 
not permissible in this fashion to lump 
all agricultural products into a unity; 
each prodnact must be judged by its cost 
of production and marginal supply 
price. Insofar as wheat is concerned, 
the proposition has no present validity 
in view of the invisible items in our 
international account. If, as, and 
when we develop the adverse balance of 
merchandise trade that belongs to a 


creditor country, the question of the 
need of export of agricultural products 
“nie as items in the international balance of 
--- payments will become pertinent. The 
ney day is approaching when the net ini- 
come of the country from foreign loans 


and investments will approximate a 
___ pillion dollars per annum. An adverse 
balance of merchandise trade (an excess 
ae of imports over exports) to that extent 


is theoretically possible before the need 
AR 
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of added exports to balance our inter. 
national account would be expected to 
arise. The future extension of imports 


of raw materials and tropical products | 


desired in the expansion of our standard | _ 
It is, of | 


of living none can foresee. 
course, possible to maintain a positive 
balance of trade in goods if we are will- 
ing to invest abroad annually a sum of 
money balancing the excess of export of 
goods. 
difficult to anticipate in the foreseeable 
future such reversal in international 
trade balance as to occasion agricul- 
tural production for export. Such an 
adverse balance of trade as seems prob- 
able would not mean that we would use 
agricultural exports like wheat in order 
to pay for our imports, since in part the 
imports would represent, in effect, de- 
liveries in liquidation of payments due 
to the United States. So far as can be 
foreseen, we shall not need to export 
wheat to pay for rubber, tin and 
coffee. 
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Thus broadly interpreted, it is . 
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RIEFLY summarized, the situa- 
tion with regard to exports of live 
stock and meats from the United States 
is as follows: 

Although we were at one time heavy 
exporters of cattle and beef, our ship- 
ments have dwindled to practically 
nothing, except that we still sell large 
quantities of oleo oil, a cattle product. 
Pork and lard exports are substantial, 
and we are the largest surplus producers 
of these products in the world. Lamb 
and mutton exports are unimportant, 
although at one time we exported large 
numbers of live lambs. 

It should be realized that live stock 
is raised all over the world and that 
all nations encourage its production. 
Even most of the industrial nations 
produce at least a part of their meat 
requirements. There is also a tend- 
ency for the people of individual na- 
tions to limit their meat consumption 
to the amounts they produce. The re- 
sult is that the amount of meat entering 
into international trade is small as 
compared with the total world produc- 
tion. 

The countries having serious meat 
deficits are few in number. England 
alone imports sixty per cent of all meat 
shipped in international trade. Ger- 
many, France, the Netherlands and 
Italy are other importing countries. 
The principal exporting countries are 
Argentina, the United States, Aus- 
tralia, New Zealand, Uruguay, Brazil 
and Denmark. Argentina leads in ex- 
porting beef. Australia and New Zea- 

land export the most mutton and lamb, 
and the United States is by far the 
largest exporter of pork and lard. 


CATTLE AND Beer Exports 


The development of the western 
range industry following the Civil War 
resulted in a surplus of cattle. The 
export of live cattle had begun in 1870, 
and although fluctuating from year to 
year, showed a gradual increase until 
1906, which was the record year. Af- 
ter that time, cattle exports began to 
decline with great rapidity, so that by 
1914 they had practically disappeared. 
The reason for this remarkable change 
will be brought out below. 

The exportation of beef products had 
also assumed importance by 1870. 
With the development of the refrigera- 
tor car and of the refrigerated ocean 
steamer, chilled fresh beef began to 
move abroad in large quantities after 
1890. 

Exports of live cattle and beef prod- 
ucts for selected years were as follows: 


Fiscal Exports of Exports of 
Years Live Cattle | All Beef Products 
28,000 | 70,000,000 Ibs. 
397,000 674,000,000 “ 
584,000 732,000,000 “ 
139,000 286,000,000 “* 
18,000 151,000,000 “ 
61,000 192,000,000 “ 


*Year of largest live cattle and total beef 
exports. 


Examination of this table shows that 
beef exports also reached their height 
in 1906 and that after that year there 
was a rapid decline. The reasons for 
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the decline of cattle and beef exports 


are as follows: 


(1) Production costs in the United 
States increased because of 
the disappearance of cheap 
grazing lands and the breaking 
up of western ranges. 
(2) Argentina, because of the exist- 
ence of extensive, rich, grazing 
lands and favorable climatic 
conditions, began to produce 
cattle in great numbers at 
production costs which were 
lower than in the United 
States. 
(3) Increased domestic demands for 
beef in the United States and 
curtailment of production— 
due to heavier costs—resulted 


eile in our producing only enough 
rat beef to supply ourselves. 


Argentina quickly became the great 
beef exporting country of the world. 
This rapid shifting of international beef 
business from the United States to the 
Argentine is probably one of the most 


_ striking changes that ever took place 
in international trade during times of 


An interesting side-light on this 
change is found in the policy pursued 


_ by American meat packers in buying 


and building plants in South America. 
At least the company which the writer 
represents had developed an elaborate 


and expensive sales organization in 


England for disposing of American 
meats. Valuable trade connections had 
also been established. The disappear- 
ance of beef exports from the United 
States threatened the extinction of 


up. Rather rans undergo the loss that 
discontinuance of this sales organiza- 
tion would have entailed, this company 
bought a plant in Argentina in order to 
obtain meat to sell in England. This 
was the immediate reason for the en- 
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trance of the American packers into the 
South American packing industry, 
Thus, while the United States lost its 
foreign trade in chilled beef, the larger 
American packers have continued to 
supply the foreign markets with beef 
from Argentina. Half of the beef ex- 
ports of Argentina come from plants 
owned by North American capital. 

During the World War the United 
States again began to export beef 
heavily. But this was due to special 
conditions which lasted only until the 
close of the war. There was, however, 
an insistent demand for meat for the 
Allied nations, both for their civil popu- 
lations and their armies, and the 
shortage of ships made it necessary to 
use the much shorter haul from the 
United States than the one from Ar- 
gentina. American farmers responded 
quickly to the increased demand for 
meat and the American packers 
handled enormous shipments in incredi- 
bly short spaces of time during this 
war emergency. 

Since the close of the World War, 
exports of cattle and beef have 
again dwindled to practically nothing. 
Small quantities of beef are even im- 
ported from time to time, in spite of the 
tariff duty of three cents a pound. As 
a matter of fact, when beef was put on 
the free list in 1913, this product began 
to be imported into the United States 
until the outbreak of the World War. 
One hundred and seventy million 
pounds of Argentina beef were imported 
in 1914! To-day the United States 
produces only about enough to supply 
its own inhabitants. Since the World 
War the sudden collapse of our beef 
export trade caused cattle prices to go 
to disastrously low levels. During the 
readjustment which followed, cattle 
men suffered financially and the cattle- 
raising industry has only recently 
emerged from a protracted period of 
readjustment. = = 
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The United States still continues to 
market large quantities of beef oils and 


fats in European countries. More 
than half of this volume is in oleo oil 
which furnishes raw material for the 
great oleomargarine industry of the 
Netherlands, Germany, Norway and 
Sweden. The Netherlands alone takes 
practically half of our exports of oleo 
oil. 

Many European countries produce 
more oleomargarine than we do. It is 
said that a single Dutch company pro- 
duces more each year than the entire 
United States. Europeans are frugal, 
thrifty people in their eating habits, 
and no where is this characteristic more 
pronounced than in Denmark, whose 
people import large quantities of oleo 
oil and fats for home consumption in 
the form of oleomargarine and export 
large quantities of butter to England. 


Exports oF PorK AND LARD 


Our foreign trade in pork products 
was important even in early colonial 
times. Later—in the days before the 
Civil War—when the industry centered 
in Cincinnati, foreign workmen were 
brought to this country and large 
quantities of pork products were 
packed at Cincinnati and sent to 
European countries and to the West 
Indies. 

The changes which occurred follow- 
ing the Civil War increased not only 
our exports of cattle and beef, but also 
of pork products. During the period 
1870 to 1900 these conditions favored 
the rapid development of our foreign 
trade in pork and lard; following 1900, 
the regulatory policies inaugurated by 
importing nations and competition 
with Denmark—and to a lesser degree 
with Canada—caused our exports to 
decline. The table above shows this 
decline clearly. 

With reference to the period 1870— 
1900, although the development of 
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Exports of All 
Pork Products 


99,000,000 Ibs. 

707,000,000 
1,824,000,000 


* Year of largest pork exports prior to the 
World War. 


refrigeration did not revolutionize our 
exports of pork to the same degree as of 
beef, it did permit the exportation of 
frozen pork and of bacon and hams of a 
milder cure than had previously been 
possible. The increase in our pork ex- 
ports was even more rapid than in beef, 
as reference to the foregoing table 
shows. Our pork and lard found a 
ready sale in practically all of the in- 
dustrial European nations, and in the 
West Indies, Mexico and Central 
America as well. We were particularly 
successful in cultivating the British 
market and developed a good bacon 
trade with this country. Competition 
from other nations was not keen and we 
supplied about four-fifths of the total 
pork entering international trade. 
Following 1900 our pork exports de- 
clined steadily. Probably the most 
important factor in bringing about this 
decline was the tendency of the Euro- 
pean governments to inaugurate pol- 
icies designed to encourage the home 
production of pork products. In Ger- 
many, and to a lesser degree in France, 
authorities urged the production of 
hogs in the place of sheep and beef 
cattle, with the result that the number 
of hogs in these countries steadily in- 
creased. In 1914 Germany had about 
twenty-five million hogs, and France, 
about seven million. Home produc- 
tion was also fostered by the erection 
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# ~ of tariff barriers designed to keep out 
_ imported pork. Even England, which 
mn. . has always encouraged the importation 
rg of food products, practically excluded 
frozen pork. 

is significant that, despite these 
regulative methods, the volume of our 
dard exports did not materially decline. 
; European countries were unable to sup- 
ply the demand for fats, even under a 
policy of increasing hog production, 
because the European hog—fed upon 
. = ae beet pulp, potatoes, small grains, and 
dairy by-products—does not yield a 
large quantity of lard. Consequently, 
as meat consumption became more re- 
_ stricted, people purchased lard in larger 
quantities in order to supply their 
need for energy producing foods. In 
Germany, for example, lard is used as 
a spread for bread. Thus, while our 
total pork exports declined from 1678 
million pounds in 1899, to about 900 
_ million pounds in 1914, the proportion 
of lard to the total, increased from 
forty-two per cent to fifty-two per cent 
during the interval. One-third of our 

total lard production was exported. 

It was also during this period that 
Denmark succeeded in becoming an 
important factor in the British bacon 
trade. This will be discussed in detail 
later. 

During the World War, our exports 
of pork products experienced the same 
enormous increase as our exports of 
beef. Even though our lard exports 
declined—due to the loss of our Central 
European market—total exports of 
pork rose to unprecedented levels when 
the burden of supplying the Allied 
armies devolved upon America. Our 
volume of pork exports was more than 
twice as large during 1918 as before the 
war; in 1919, when the task of feeding 
the war-wasted nations began, three 
times larger. 

The first effect of the inevitable 
readjustment following the war was the 


Tue ANNALS OF THE AMERICAN ACADEMY a q 


curtailment of foreign purchases, but 
the war-time decrease of hog raising in 
Europe created a demand for American 
pork products even in spite of financial 
distress. Lard exports steadily in- 
creased. Successively large corn crops 
in the United States again encouraged 
hog production, and with lower hog 
prices, foreign nations began buying 
heavily. In 1923 our pork exports be- 
came as large as in 1918 and lard ex- 
ports were more than twice as heavy as 
during the five years preceding the war, 
The presence of this enormous foreign 
market undoubtedly stabilized domes- 
tic hog prices. 

Since 1923 hog production has de- 
clined sharply in the United States. 
High corn prices, due to a short corn 
crop, and low hog prices, due to the 
enormous supply, caused farmers to 
curtail hog raising. In 1925 exports 
were smaller than in any year since 
1915, but they still continue larger 
than before the war. 


DistRIBUTION oF PorK Exports 


Asthe preceding discussion indicates, 
the United States is now chiefly im- 
portant as an exporter of pork and lard. 
Although from eighty-five to ninety per 
cent of our pork production is consumed 
at home, we contribute nearly three- 
fourths of the international trade in all 
pork products and more than nine- 
tenths of the world trade in lard. In 
recent years fully one-half (or more) of 
our export volume has consisted of 
lard. Bacon, hams and shoulders are 
other important items. These three 
products comprise four-fifths of the 
total. 

Our foreign pork trade may be 
roughly divided as follows: trade with 
Great Britain, trade with Continental 
Europe, and trade with the West 
Indies. Trade with other parts of the 
world is unimportant. Our most im- 
portant customer is Great Britain, who 
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takes fully two-fifths of our total pork 
exports. England is the greatest mar- 
ket for bacon, hams and shoulders, and 
is the second largest importer of lard. 

Germany takes about one-third of 
our lard exports and is an important 
market for pork fat. Cuba imports 
large quantities of lard, bacon, highly 
seasoned hams, and is our most im- 

t foreign market for sausage. 
The Netherlands, our most important 
purchaser of beef oils, also takes large 
quantities of pork. 

The following table shows the pro- 
portion of our total pork exports taken 
by the various nations in 1923: (More 
than sixty per cent went to the United 
Kingdom and Germany.) 


Proportion or U. S. Tora: Pork Exports 
Bovaut sy Various Nations In 1923 


United Kingdom............. 38.3 per cent 
4.6 
8° 
Gther countries. ............. 6.8 


COMPETITION WITH DENMARK 


One of the greatest problems in 
marketing meat products abroad is to 
satisfy the different tastes of foreign 
purchasers. Nowhere are tastes more 
exacting or harder to suit than in Great 
Britain. The British people demand 
pork from hogs that are not too 
fat. Hams, shoulders, and lard from 
American hogs find general acceptance 
in the British market, but we have 
difficulty in meeting the Britisher’s 
bacon taste. He likes a much milder 
cure than we do in America, and it is 
difficult to ship mild-cured bacon over- 
seas, 

Besides the difficulties mentioned 
above, the American packers have had 


Foreign MarKeEtTs FoR Live Stock AND 


to face competition with Denmark, _ 
which for many years has made a 
specialty of cultivating the British ba- 


con market. The Danes early saw the 
possibilities of using the by-products of 
their dairy industry as a principal feed 
for producing hogs of the ideal English 
bacon type. Their nearness to the 
British market was another factor in 
their favor. 

It was largely as a result of Danish 
competition that our bacon exports | 
steadily declined after 1900. 


our total pork exports; by 1914 it com- 
prised only twenty-one per cent of the 
total. In 1900 we supplied more than 
half of the bacon imports of the United 
Kingdom; by 1914 our proportion had 
shrunk to thirty-seven per cent and 
that of Denmark had risen to fifty- 
three per cent. 

During the World War, because 
of its location between the opposing 
forces, Denmark was practically elim- 
inated from the British market, and 
because of delays in shipping, even the 
American bacon had to be given a 
harder and more salty cure than the 
British had preferred before the war. 
This bacon was prepared according to 
British Food Ministry specifications, 
however. After the Armistice, Amer- 
ican packers resumed shipment of mild- 
cured bacon to England, but unfortu- 
nately a shortage of shipping developed 
during the summer of 1919, bacon 
prices rose, and the English Government 
resumed war-time purchase and con- 
trol. Heavy arrivals of American 
bacon during the hot summer months, 
shortage of storage space, port con- 
gestion, dock strikes, etc., combined 
to affect the quality of the mild- 
cured American bacon when it was 
finally marketed by the English Gov- 
ernment. The reputation of American 
bacon, already affected by the neces- 
sity of a hard cure during the war, 


In 1900 
bacon comprised thirty-six per cent of _ 
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to raise a larger number of hogs than 


54 


suffered even more, and British con- 
sumers became prejudiced against it, 
assuming that the American packers 
had sold inferior bacon to the British 
Ministry of Food. This prejudice has 
been gradually dying out. 

This unfortunate experience of the 
American packers, no doubt, had much 
to do with the rapid recovery of 
Denmark, which to-day again supplies 
the British market with half its bacon 
requirements. 

Conditions in Denmark, however, 
differ markedly from those in the 
United States. Two-thirds of the 
Danish pork production goes to the 
United Kingdom, while in the United 
States nearly ninety per cent of our 
pork production is consumed at home. 
Not more than five per cent of our pork 
is marketed in England. Furthermore, 
the American, fat, corn-fed hog admi- 
rably suits the demands of our domestic 
market, as well as most of the demands 
of foreign markets. It is the hog of 
greatest general utility, because the 
world needs lard more than it does lean 
bacon. Much can be done, however, 
in our northern dairy states and small 
grain sections to develop a bacon type 
hog, suitable for the British bacon 
trade. By following the example of 
Canada, who has strengthened her 
position in the English market by 
careful attention to bacon type hogs, 
the United States can regain some of 
the trade it has lost. At the present 
time we supply only a fourth of the 
British bacon requirements, but as 
British prejudice disappears, by ag- 
gressive merchandising, we can no 


_ doubt strengthen our position in this 


important market. 


Pork Exports & THe Propuction & 
Price or Hocs 


Our foreign market for pork products 
undoubtedly enables American farmers 
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could otherwise be marketed at 4 
profit. Since 1919, the average volume 
of our pork and lard exports has beep 
equivalent to the weight of more than 
eleven million hogs. Since our exports 
consist principally of bacon, hams and 
lard, the export market is even more 
vital to the present scale of hog pro- 
duction than the above figures indicate, 
For example, one-third of our lard 
production is exported and, since the 
war, the average annual volume of lard 
exports represents the yield from more 
than twenty-four million hogs. It is 
at once apparent that if this outlet were 
cut off or materially reduced, it would 
have a far-reaching effect on hog 
prices, and total hog production in the 
United States. 

As regards the effect of our pork 
exports upon hog prices: It is obvious 
that the supply of corn, the relation 
between corn prices and hog prices, and 
conditions of domestic demand are the 
most important influences affecting 
prices. A careful study of export 
statistics over a long period of years 
shows that in years of light production 
and high prices exports decline, and 
that in years of heavy production and 
low prices foreign purchasers buy 
heavily. This suggests that the export 
market helps to stabilize prices in this 
country by taking increased quantities 
of pork products when prices in the 
domestic market are low, thus keeping 
them from going even lower. This 
effect of our export outlet was clearly 
demonstrated in 1923 when hog pro- 
duction increased more than thirty per 
cent in a single year. During that 
year foreign purchasers stepped in and 
purchased as much pork as in the war 
year 1918. This huge export volume, a 
welcome shock absorber, had an impor- 
tant effect in stabilizing pork prices 
and in preventing demoralization in 
the domestic market. 
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prices discourage pork exports is appar- 
ent from the decline that has occurred 
in our export volume during 1925 and 
1926, as a result of small production 
and prices that have been higher than 
in any year since 1920. It is apparent 
that in years when the pork supply is 
light, domestic consumers bid prices to 
a point out of reach of many of our 
foreign customers. 

Although the volume of exports de- 
pends largely upon price—and the 
usual function of the export market 
is apparently that of a_ stabilizer 
rather than an accelerator of price— 
this does not in any way controvert the 
fundamental fact that the foreign mar- 
ket is an integral part of our outlet for 
pork products, absorbing from twelve 
to sixteen per cent of our total pork 
production. Its long-time effect on 
prices is in proportion to the volume 
it absorbs. 


PRESENT SITUATION 


As pointed out in the preceding 
section, smaller hog production and 
high prices have been largely respon- 
sible for the decline in pork exports 
during the past two years. In fact, 
at the present time pork production, 
which is now at the low point of the 
cycle, is hardly large enough to supply 
the home market. The American 
people are out-bidding our foreign 
customers and as a result the American 
packer can realize a higher price by 
cutting hogs for the domestic market 
than by converting them into cuts for 
sale in Great Britain and other for- 
eign markets. Only the desire to hold 
foreign customers of long standing has 
prompted many packers to continue 
shipments under these conditions, 
and it is clear that large exports are 
not encouraged. 

In spite of the fact that European 
buying power has improved during the 
past few years, this improvement has 


not been great enough to warrant — 

heavy purchases of American 
products at the high prices now pre- — 

vailing. 
perhaps purchasing power is higher 
than in any of the other European 
countries, the Danes have strengthened | 
their position at our expense. Since 
only one-third of their production is _ 
consumed at home, changes in domestic _ 
demand do not so seriously affect _ 
supplies for the British market as in © 
this country. 

The European nations have made | 
steady progress in rebuilding their hog _ 
raising industry during the past few Pe: 
years. In Germany, present produc- 
tion is estimated at about eighty-five © 3 
per cent of production in 1913, and an — 
increase in the latest pig crop has been a 
reported. The Netherlands, Poland 
and Jugoslavia have likewise 
their production and are now pro- — 
ducing a surplus which they are © 
marketing to advantage in France, — 
Germany and Italy. Dutch and 
Polish pork products are being sold in _ 
these markets at prices considerably __ 
below those asked for the American 
products. 

It is apparent that European coun- 
tries are beginning to follow policies — 7 
similar to those in effect before the — fe 
war. a 
been declared which has considerably _ 
affected our export volume. European 
nations aremaking every effort to make Gy 
themselves again practically self-sus-_ 
taining as regards meat supply. 

Another factor which no doubt has 
affected the volume of our pork ex- 
ports during the past two years is the — 
competition of these products with 
lower-priced beef from South America. __ 
Although total trade in beef is no- 
greater, there has been a marked in- 
crease in the amount of chilled and 
frozen beef imported by Germany, 
France, Italy and some other nations. 


In the British market, where 
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This increase no doubt is in part due 
to the high price of pork products. 
Lard exports have also declined 
sharply, but not to such an extent as 
exports of other pork products. In 
--1923—the year of largest exports—lard 
comprised about fifty per cent of the 
total; during the fiscal year 1926, the 
_ proportion of lard to the total had in- 
- ereased to nearly sixty per cent—the 
highest proportion in the history of our 
foreign trade. This indicates that the 
European nations, even in the time of 
high prices, must rely upon America 
for their supply of lard. It is apparent 
that as European hog production 
increases, exports of our pork cuts— 
such as bacon, hams and shoulders— 
decline more rapidly than our exports 
of lard, because the yield of lard from 
European hogs is too small to supply 
_ the demand for this product. 
The increase of our own population 
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will continue to command a larger and 
larger production of pork and it is to be 
expected that our surplus will be re. 
duced as the domestic demand jp. 
creases. This will mean higher pork 
prices. It does not follow, however, 
that the United States must surrender 
her front rank position in the expor- 
tation of pork and lard. Even under 
the most favorable conditions, Europe 
cannot be self-sufficient in pork produe- 
tion and it is apparent that she must 
turn to the United States for practically 
all of her lard imports. 

Nevertheless, it is clear that Euro- 
pean nations are making every effort 
to become self-sustaining as regards 
meat supply. Economy will be the rule, 
Unless European buying power expe- 
riences a marked increase, it is probable 
that our meat exports will show the 
same downward tendency as before the 


war. 
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Director of Foreign Sales, D 
Automotive Division, 


HE motor car, such an important 

factor in our daily lives here, is not 
jn such general use outside the United 
States, due largely to economic reasons. 
But a comparatively few years ago 
motor transport was unknown, Given 
a world whose resources are more nearly 
completely tapped than at present and 
whose people are more developed and 
educated, figures covering motor car 
circulation may reach an extent which 
will tax credulity. 

In considering the probable future 
expansion in the use of American-made 
motor vehicles throughout the world, 
it may be well first to consider our early 
experiences and the obstacles which 
we had to overcome before the motor 
car came into its own. 


Pioneer Days 


On January 1, 1926, the United 
States contained 20,051,276 motor 
vehicles; eighty-one per cent of all 
those in the world, and so accustomed 
are we to take motor transportation 
for granted that we are somewhat in- 
clined cursorily to dismiss the period of 
transition from the time honored an- 
imal-drawn to the mechanically pro- 
pelled vehicle. We rarely hark back 
to the days when the pioneer motorist 
was almost invariably greeted with the 
jeering ““Get a horse”; when there 
were serious mechanical difficulties; 
a lack of roads, and the need of com- 
batting the “luxury” idea which was 
at first so firmly imbedded in the public 
mind. Then, with the increase in cir- 
culation, there were the dangers of 
badly regulated traffic, the need for 
training the lay mind in things mechan- 
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ical and an infinity of other new 
problems. 
We changed from “pleasure car” to 
“passenger car,” and overcame high 
construction costs by economies 
possible by specially designed tools and — 
machinery developed in order to meet 
the necessities of rapidly growing sales. 
The first motor cars particularly ap- | 
pealed to those with surplus means. Es 
The change from horse-drawn to gas- — 
oline or electric carriages was too costly — 
except for those who were willing to — 
spend freely. Automobiles were re- a 
garded, in that early epoch, as luxu- 
ries. Their owners included only the 
very well-to-do and cars were used 
solely for pleasure purposes. 
As longer trips became more com- _ 
mon, owners not only found their cars "7 
somewhat erratic and temperamental, 
but discovered that the roads they had ‘a 
to negotiate were not those precisely —_ 
calculated to make motoring either 
carefree or pleasant. There were such 
startling events as “ one hundred mile - 
non-stop runs,”’ in which early car own- -s 
ers competed for silver cups and blue © 
ribbons. Many there were who fell __ 
by the wayside and a very meagre few ice a 
actually crossed the finish lines. sa 
To the unflagging interest and 4 
sistence of the early builders, who car-— ; 
ried on with limited capital and with S 


still more limited experience, must go J 
the honor and credit for improvements am 
in design and quality. Tours and ‘ 
competitions gradually extended in 
length and importance, and, asa result 

of lessons learned therein, constant re-— 


finements were evolved. Better per- 
formance created a more receptive at- 
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titude on the part of the public, and 
interest was aroused, bit by bit, until 
to-day the automobile has reached a 
stage where it is no longer regarded as 
an interesting experiment but is ac- 
cepted as part and parcel of everyday 
life. 

In naming the class of user first to 
see the motor car’s possibilities, and 
early to consider it as an invaluable 
contribution to modern progress, the 
physician, I believe, should get first 
mention. A memorial should some 
day be erected to the encouragement 
given the infant automotive industry 
by the medical profession, for in mak- 
ing a practical daily use of the motor 
car, medical men demonstrated its vast 
superiority over all previous forms of 
road transportation. 

The wealthier classes, thanks to 
their early employment of motor cars, 
attracted the attention of the masses to 
the advantages of this form of trans- 
portation, but the physicians first di- 
rected attention to its practicability, 
the adoption of almost universal motor 
transport remaining only a question to 
be solved by time and the application 
of cheaper production methods. 

In the early days of motoring the 
_ American motor car manufacturers de- 
termined upon a policy of united effort. 
The wisdom of this step has contributed 
- immeasurably to the advancement of 
the industry. The brightest minds of 
the mechanical, metallurgical, and 
civil engineering professions were at- 
tracted to this new and growing field 
_ which promised almost unlimited pros- 
_ pects. Later a modern school of sales- 
manship was created, with well-planned 
sales campaigns, comprehensive ad- 
vertising programs of unprecedented 
_ scope, and a scientific stimulation of 
buyer interest. 

Mechanical transport caused a tre- 
mendous saving of time—life’s most 
__ valued element—but it took the urge 
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of this, a newer and younger country, 
with a more acute appreciation of the 
value of the time element, to foster g 
speedier growth in the employment of 
motor vehicles than had been the case 
in Continental countries, where not 
only is time not conserved to the ex. 
tent that is true in the United States, 
but where labor is cheaper. Figures 
prove how almost incredible has been 
this growth. Cars in this country in- 
creased from 8000 in 1900, to 468,000 
in 1910; to 2,445,666 in 1915; and to 
the astounding total of 20,051,276, 
January 1, 1926. 

European manufacturers who pio- 
neered the way for our manufacturers 
developed a car for the wealthier classes, 
Their sales possibilities were, there- 
fore, limited. World traders by na- 
ture, they also sought sales in foreign 
markets, blazing a trail, first by sales 
to foreign visitors to Europe, and later 
to Eastern potentates and rulers, Latin- 
Americans of wealth, and the merchant 
princes and manufacturers of this hem- 
isphere. 

Their cars, developed for home con- 
sumption and used on roads scientifi- 
cally engineered, were found to be 
somewhat lacking in stamina when used 
on roads of newer countries not adapted 
to their use. The American car, how- 
ever, developed in a country where 
good roads were the exception rather 
then the rule, became competitors of 
no mean calibre in all overseas markets. 

Because of a home demand which 
increased continuously over a period of 
years, the American manufacturer, 
with few exceptions, confined his ef- 
forts to this continent, leaving overseas 
opportunities largely to the Europeans. 
In 1914, the war disrupted industrial 
operations and trading possibilities 
were consequently neglected, leaving 
motor transport needs unfilled in non- 
manufacturing countries. As _ the 
American home market was disturbed 
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by the war, our motor manufacturers 
began to look to those markets which 
they had prev iously almost ignored. 


PropucTION GROWTH AND Exports 


It is interesting to note some figures 
touching American motor car produc- 
tion and exports from 1910 to 1918. 


These are shown in the following table: 


ieee: Year American American 
Production Exports 
Serre 187,000 5,331 
Sa 210,000 12,254 
378,000 19,198 
re 569,054 27,092 
1,583,617 81,184 
1,868,949 72,409 


In 1914 our manufacturers were be- 
ginning to feel a certain slackness in 
salesdemand. The advent of the war, 
however, altered the situation from one 
of uncertainty and consequent worry 
to one of growing sales and increased 
manufacturing activity. 

A pressing need for motor transport 
arose, and America answered with her 
products, supplying the needs of the 
warring armies. During the war the 
manufacture of motor cars materially 
increased and the figures covering the 
war years indicate the growth of both 
production and export. 

With the Armistice came a period of 
reorganization and a general slowing up 
of business throughout the world. Af- 
ter the first breathing spell of peace, 
however, there became apparent the 
need of filling the gaps caused by 
reduced war-time production. The 
world was trading, not fighting, and 
must be served. 

The demand for transportation was 
world-wide, America, with her great 


financial resources and 


mechanical equipment, was enabled to _ ¥ 


turn from war operations to peace-time _ 
programs in shorter time than any + 
other nation. The economies of motor | 
transport being recognized and admit- — 
ted, cars became an actual necessity. 


Car production increased vastly and ae 


our exports increased in a hitherto un- 
dreamed of manner. 


up to the first of the present year: 


American American 
Production Export 
1,974,016 94,904 

1,661,550 42,657* 

4,095,102 $15,381 
3,640,108 367,348 
4,314,746 510,000 


* Result of unabsorbed shipments in the two 2 
post-war years. 


The economies 
and manufacturing processes, created — 
prodigious economies. Thanks 


eral higher cost of labor and raw mate- 


rial, the value of the automobile dollar, _ 


based on prewar values, increased to _ 
$1.16 on January 1 last, while the cost- 


of-living dollar on the same date was _ 


worth but fifty-nine cents. 
The table shows the average factory B: 


value of cars and trucks produced in a a 


1914 and 1925. 


Wholesale | Average 
Year | Production Value Value 
1914 569,054 $458,913,843| $807 
1925 4,336,754 2,977,904,833 687 


He 
The following 
summary completes the figures given 4 i 
in the table of production and exports _ 


in motor manu- | 
facture, brought about by the develop- _ 
ment of more efficient machine tools | 


to 
these economies, and in spite of thegen- _ 
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With our continued prosperity, our 
home markets have broadened. Our 
higher standard of living has created 
demands not heretofore thought pos- 
sible. The motor car has become a 
part of the everyday life of the banker, 
the farmer, the executive, the laborer, 
and even of the school child. 

Through the possibility of financing 
deferred payments by the purchaser, 
the payment in cash to the manufac- 
turer has been made possible and this 
foundation of the growth and success 
of the motor car manufacturers has 

been extended and made secure. 


Moror Truck DEVELOPMENT 

The successful use and operation of 
motor transport in war and under con- 
ditions not previously attempted, lev- 
eled many of the old obstacles. Motor 
trucks became a large and growing 
factor in our economic growth, and 
production had to be increased to meet 
the ever growing demand. The record 
of American truck production and 
quantities exported tells its own story. 


Year Production | Exported 
316,364 18,937 
$22,039 34,078 
ee 147,550 8,901 
1924... 377,344 40,124 
496,998 74,770 


In the great undeveloped countries 
and in backward lands, there has arisen 
the need of transport which is faster 
than the horse, the mule, the camel, or 
the ox. Where there are no railroads, 
roads are constructed, and roads mean 
motor cars, if, indeed, at times motors 
do not appear before the roads, for the 
passenger car, ever a blazer of trails, 
has been driven through all sorts of 
country, everywhere, creating new 


* 


demands for more and better road: 
With better roads have come morecay, 
improved transport, and consequent 
economies. 


Roap DEVELOPMENT AT Home 
AND ABROAD 


In order partially to visualize the 
potentialities overseas for the distr. 
bution of American cars if road con. 
struction is fostered, it might be well to 
call attention to the road development 
which has taken place within recent 
years in the United States. Not many 

years ago—so few indeed that the 


_ youngest reader of this article can re. 


_ member—our country had but a limit- 
ed number of improved suburban roads. 
Our railroads were built years before 
improved highways were seriously 
considered. We seemed, with ou 
slow method of individual transpor- 
tation, not to require through highways. 
What did it matter if every spring we 
were “mired to the hubs”? Crops 
were not moved in the spring, anyway. 
Then along came the motor car. Its 
economies were forcibly brought to 
our attention. Even where roads 
existed only in name the motor car 
asserted itself and stridently demanded 
favorable notice. Better means of 
communication, facilitated by the crea- 
tion of improved highways, became a 
subject of debate and legislation. The 
motor car is directly responsible for the 
improvements in our road system and 
motor car progress has been synony- 
mous with the betterment of our roads. 
Appropriations of public monies for 
the permanent improvement of high- 
ways were in the motor car’s early days 
difficult to obtain. The economies 
made possible by good roads had not 
been sufficiently recognized, but by 
consistent and untiring effort public 
opinion has been moulded until to-day 
road-building activities employ thou- 
sands of men and almost countless tools 
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In 1924 over 45,000 


"Traps American Moror Cars 


61 


but 10,733 miles of soads passable 


miles were permanently improved at throughout the year, and only 1477 
an expense of $1,181,521,000. miles of improved roads. One thou- 
Much, however, remains to be done, sand seven hundred and nineteen ad- 
as indicated by the table below, which ditional miles are now under construc- 
strikingly brings to our attention the tion, and 5931 miles of improved high- 
important part transportation takes, © way are projected. 
and will continue to take, in the life There are great road-building ac- 
and progress of our country. tivities in Peru, in Chile, in the Argen- 
Who can predict the years which tine, in Venezuela, and throughout 
will elapse before all avenues of high- South America. Cuba plans the ex- 
way transportation will have been per- penditure of $350,000,000 on public 
manently improved? And by how works, the larger portion to be spent 
many motor vehicles will these im- fora central road throughout the length 
proved highways be used? of the island. To-day, because of bad 
Roaps THe Unrrep States at THE Enp or 1924—1n 
Unimproved Graded Surfaced Total 
96,094 $5,279 128,347 259,721 
County and Local............. 
2,298,716 236,294 467,906 2,990,916 
Roap Activities 1925 (PartiAL)—1n MILes 
Partially | Graded and Grand 
Graded Drained Surfaced Total Total 
State Systems. ........... 5,316 17,836 23,152 
Rural (Reported). ........ 6,407 7,732 14,333 28,472 51,624 
Insofar as road building overseas is roads, it costs more to bring a shipment 
concerned, the interest and activity of goods by road from Santiago to Ha- 
in one country in this regard is an in- vana than from Chicago to the Cuban 
dication of what the future holds in capital by the usual methods. 


countries now without improved roads 
or with very few miles of good roads. 
Brazil, for instance, a country among 
the first to be settled in South America, 
absolutely neglected its transport by 
road because of physical and economic 
barriers, now feels the need of an ade- 
quate road system. Like all other 
countries to the south of us, it must 
develop its resources and get its prod- 
ucts out of the interior, down to the 
sea, and into world markets. It has 


The leading markets for United 
States manufactured passenger cars 
and motor trucks from 1921 through 
1925 were as shown on following page. 


Future MARKETS 


The future motor market will not be 
in our own country alone, but in every 
growing country of the world. And 
these markets will be there as long as 
motor cars are being sold. 

True it is that means must be pro- 


roads, 
| 
we 4 
TOps | 
ray. 4 

Its 4 
t to 
oads 
ided 
of | 
ne a 
. 
the 
and 
yny- | 
ds. 
for q 
4 
lays | 
nies 2 
not 
by “4 
blic 
day 
ou- 


- tations for his home markets. 


ae Tue ANNALS OF THE AMERICAN ACADEMY 


Tae Ten Leaping Markets ror Untrep States Passencer Car AND Truck Exports 
(ComMBINED) In THE YEARS FROM 1921 To 1925, INcLUsIVE, ARE as FoLLows 


Year First Second Third Fourth Fifth 
Mexico Canada Australia Japan Cuba 
Australia Canada Mexico Belgium United 
Kingdom 
Australia Canada Belgium Japan United 
Kingdom 
oan Australia Argentina Canada Mexico Cuba 
Australia Argentina United Brazil Mexico 
Kingdom 
Sixth Seventh Eighth Ninth Tenth | 
United Dutch East Sweden British India | New Zealand 
Kingdom Indies 
Sweden Spain Argentina B. South New Zealand 
Africa 
Mexico Sweden Spain Argentina Cuba 
B. South Japan Brazil United Spain 
Africa Kingdom 
Canada Italy B. South Denmark Cuba 
Africa 


_ vided for financing road building and 
motor car purchases. Those coun- 
tries holding the greatest store of nat- 
ural resources present the greatest 
possibilities. Wherever man exists, 
there also will exist the need of trans- 
portation. 

The motor car, together with good 
roads, produces greater commerce; and 
greater commerce produces greater 

peace, prosperity and progress. 
Naturally with the revival of Euro- 
pean industry and the rehabilitation of 
war-stricken lands we shall find a grow- 
ing competition from the overseas mo- 
tor manufacturers. In Europe, how- 
_ ever, the development and the use of the 
_ motor car have been along lines rather 
different from ourown. Due to higher 


_ operating costs and taxes the European 


produces a smaller vehicle of lower 
horsepower and with well-defined limi- 
These 


; vehicles require smoother highways and 


the constant attention of driver and 
mechanic, a drawback from which the 
American motor car does not suffer. 
The American motor car manufacturers 
appear to have the matter of continued 
success largely in their own hands. 
They seem amply able, by present and 
past records of accomplishment, to 
maintain their leadership. 

Outside of America fuel costs are 
higher; the cost of labor is lower. The 
Continental manufacturers may con- 
struct a type to compete with us, meas- 
ured by cost of maintenance, but they 
cannot compete with us on first cost. 
We, through large home market re- 
quirements, produce in large volume 
and through the use of modern ma- 
chinery, at a lower unit cost, not- 
withstanding our high labor cost. 

It is often erroneously asserted by 
peoples of those countries less success- 
ful commercially than ourselves, that 
the American is solely interested in the 
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pursuit of the dollar and is less mindful 
of those things of greater uplift and 
more lasting benefit. Inthisthe Amer- 
ican is most unjustly maligned. There 
may be exceptions, but, generally 
speaking, he does what he does for the 
pleasure and satisfaction of actual 
accomplishment. 

In her automobile building, America 
produces for the benefit of mankind. 
The motor car, which she builds so well 
and in such huge quantities, has been at 
once the greatest economizer, the great- 
est pacifier, the greatest educator, the 
greatest health provider, and the 


greatest means of raising the stand. 
ard of living, that the world has ever 
known. 

As the greater overseas areas are 
developed, as their people become 
better educated and more interested jp 
the higher things of life, the motor car | 
must continue to play a more impor. 
tant part than ever before in the world’s 
peace, prosperity and progress. There 
can be no reasonable doubt that the 
continuance of the domination of 
American-made motor cars would seem 
to be assured throughout generations 
to come. 
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Electrical Equipment—Present Status and Future 


OF By E. M. Herr 
President, Westinghouse Electric and Manufacturing Company 


HE annual production of electrical 

machinery, apparatus, and supplies 
in this country now reaches about one 
and a half billions of dollars. Ten 
years ago it was about one-third of this 
volume. During this decade the na- 
tion’s whole productivity has advanced 
about twice the percentage of its 
increase in population. 

While this improvement in our na- 
tional efficiency is due partly to new 
mechanical devices and to improved 
methods of manufacture, as well as to 
the progress which has been made in 
the elimination of waste, the biggest 
single factor has been the more ex- 
tended use of power in place of manual 
labor; and yet there are more workmen 
than ever, each one producing more and 
earning more as the mechanical power 
behind him increases. 

Of course very little could be done 
with mechanical power alone between 
its source and its outlet. When 
we learned how to convert it into 
electrical energy, how to send it over 
wires for distances of hundreds of miles, 
and how to use it for all manner of 
purposes, then really began the great 
industrial era with which the present 
generation is familiar. 


ANSWERING PusBLic DEMAND 


And this is the basis of the electrical 
manufacturing industry—the public 
demand for electrical service for use 
everywhere—in manufacturing, in 
transportation, in illumination, in the 
home. It typifies, perhaps more than 
anything else, our standard of living. 

This demand has increased fourfold 


be. han, 


in the past ten years. eane uses for 
electrical service are constantly being 
found, such as industrial heating, wire- _ 
less transmission, electric household _ 
refrigeration, and many others, all | 
stimulated by the constant improve- — 
ments in efficiency of the apparatus, as _ 
well as in the manner of using it, at | 
which the engineers are at work allthe 
time, resulting in lower costs to the __ 
public. 
The cost to-day of electricity for 
illumination is about twelve and one- © 
half per cent less per kilowatthourthan 
it was in 1915. Why is this so when 
almost everything else that we usecosts 
more? The plant, the equipment, and _ 
the labor, as well as the fuel used in 
making this current, all cost more. 
Steel, copper, wood, cement—all have 
increased in price. Despite all this, 
the cost of electric service is less because — 
there-is more of it used, anditismade 
in greater quantity by much largerand 
more efficient plants, with a demand — 
of greater diversity, which provides a 
better load factor. The engineer and 
the economist have outwitted the 
market quotations. 


REASONS FOR CONTINUED GROWTH 


The electrical industry continues to __ 
grow because it is economically and | 
socially sound. Its product is not a . 
commodity. It is something more — 
than that. It is a service. It has 
been so interwoven with the lives of _ 
our people and has become so indispen- __ 
sable to their comfort, convenience, 

% 
efficiency, and happiness that one can 
hardly separate any of its phases from 
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the thought of public weal. Moreover, 
it is sound financially and politically. 
It is supervised by the state govern- 
ments so that the public and the service 
are alike protected; and its securities, 
founded upon these sound basic condi- 
tions, are favorably regarded. 

Will its growth continue? Are we 
approaching the point of saturation? 
A natural enough question with any 
industry that has shown such stupen- 
dous growth. The industry is now 
about forty years old. The population 
in the United States still unreached by 
electric service amounts to about thirty 
million people. We have developed 
less than twenty-three per cent of our 
minimum potential water power. 
Thirty-five per cent of the industrial 
power of the country still remains 
unelectrified. The central station in- 
dustrial field is at present less than 
forty per cent developed. We are now 
wasting, in the small, inefficient plants 
of this country, nearly one-half of the 
fuel that is used for power purposes—a 
waste that amounts to something like 
one hundred and fifty million tons of 
coal annually. The electrification of 
our railroads has only begun. The 
interconnection of our present power 
system, some six thousand in number, 
is in its infancy and will grow until 
there is a country-wide system, bring- 
ing the benefits of electric service within 
the reach of everyone. 

The substantial evidence, therefore, 
of the things which we know must be 
done, and which we know how to do, 
justifies the belief that we shall have 
to create, within the next ten or fifteen 
years, new electrical facilities equal to 
all the facilities which exist to-day and 
which have required forty years to 
build up. 

There are many ways in which the in- 
creased use of electrical energy can be 
brought about. Lower cost is one way, 
and a very a way to stimulate 


a greater use of this tireless worker, 
always at command, and whose ways 
of serving us are as varied as are ow 
many and rapidly increasing needs. 


Resvu.ts or Decreasep Costs 


While decreased cost of electrical 
energy will at once increase the number 
of users, in some communities the 
number of buildings served is rapidly 
approaching one hundred per cent, and 
there is a feeling that the point of 
saturation in this country is rapidly 
being reached. The solution is 
through education—not only must 
more homes be supplied with this 
beneficent agency, but in those which 
are now being served, more uses for 
electricity must be found. Not only 
must a systematic way of informing 
and educating the public in the many 
different uses of electricity be worked 
out, but by an intensive selling and 
educational campaign they must be 
made to feel the need of more and more 
uses for electricity in the home, in the 
office, and in the shop. They must be 
made to realize that electricity is not 
an expense, but on the contrary is 4 
most potent agency in the real economy 
of living and in household administra- | 
tion. 
It is estimated that the cost of 
electricity in the ordinary household is 
less than one and one-half per cent of 
the family income. 
the saving in time, the conservation of | 
nerve force, and the increased satisfac 
tion from better living conditions, made 
possible by the use of electricity, it 
should not be hard to justify an increase 
in the budget for electrical service to 
from five to ten per cent of the family 
income. 

The United States, with the highest 
paid labor in the world, is exactly the 
place where the incentive to expand the 
use of labor-saving devices is strongest. 
Here we are feeling more and more the 


When one realizes | ; 
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urge to reduce the physical labor of the 
worker, thus providing a very wide 
field for labor-saving devices. But to 
be practicable, these devices must be of 
low cost. With our high priced labor, 
how can this requirement be met? 
Fortunately the field is so large that 
quantity manufacture can be under- 
taken, with al! the cost-saving possibil- 
ities to which intensive manufacture of 
this kind lends itself. Not only must 
devices of this kind be made at low 


| gost, but as they must be attached to 
| the transmission system of the great 


public utility companies, they must be 
well made and so designed as to func- 
tion safely and reliably. After all these 
requirements are met, an intelligent 
and well-trained force of workers must 
beemployed. Fortunately our people 
meet this requirement; and nowhere in 
the world have workmen as much 
power—principally electric—at their 
disposal as here in the United States. 
This adds enormously to the possibility 
of a large output per man, so that, 
coupled with the well-known superior 
energy of our workmen, and with the 
aid of a reasonable protective tariff, 
competition of lower paid labor is 


not serious. 


Reduced cost of electric current, the 
importance of which has been stressed 
above, can also be obtained by im- 
proving the load factor of the generat- 


| ing plants, that is, by producing more 
| kilowatt hours per kilowatt of plant 


capacity. This can best be done by 
seeking out and building up more and 
more the off-peak load. The possibil- 
ities of off-peak load have not in the 
past been studied as diligently as they 
should have been and as they will be in 
the future. For this work men of 
good caliber and ability are needed; 
and the vigorous campaigning of such 
men for off-peak business will result 
in a sharp upturn in the curve of 
annual kilowatt-hour output and a 


EquipMENT 


a 


notable corresponding reduction in 
the cost. 
With the lower costs will come wider 
and more general extension of trans- __ 
mission lines. The general intercon- —_ 
nection of generating systems tends to | hae 
further economies and reduction in 
cost. 
The widespread extension of trans- 
mission lines increases the possibility 
of serving the farmer and a vigorous | 
movement is now under way to reach 
the farmers on the six million and more 


may be. 

On the farm physical labor has “nae 
the hardest, as it has been necessary to — 
work under conditions of very great _ 
discomfort. This is true not only of 
the men on the farm, but of the women _ oe 
also, who have often lived lives of great __ 
drudgery. Electricity can lessen and a 
is lessening the work in the laundry, _ 
the kitchen, and the dairy, and reliev- 
ing the women as well as the menon 
the farm of a very large portion of the | 
hard labor. 


PROGRESS IN THE FoREIGN FIELD 

The foregoing deals particularly with 
the development of the electrical in- _ 
dustry in the United States. Electri- — 
cal manufacturers in America are also 
greatly interested in the development 
of foreign business. No other country 
in the world has an electrical manufac- __ 
turing industry approaching in impor- __ 
tance that of our own. The capacity _ 
of the generating stations alone in the 
United States is almost one-half of the 
generating capacity of the whole world. 

The rate of progress in some coun- 
tries, particularly Japan, has been very | 
rapid. This is bound to increase as 
time goes on, as people all over the _ 
world are demanding higher standards _ 
of living and labor-saving devices of all © 
kinds. This foreign demand opensup 
a wide field for trade. Whileat 


rker, - 
ways 
Our 
3. 
nber 
the 
| 
and 
it of | q 
must 4 
for 
nany 
rked 
and 
t be 
the 
st be 
not 
is 
omy { 
tro: | 
t of a 
is 
at of 
sfac- 
nade 4 
y, it 4 
ben 
ml | 1 
the = 
gest. 
> the 


the present time exports of electrical 
product represent only a small per- 
centage of the total production, never- 
theless they may be said to have almost 
kept pace with the growth of the 
industry. During 1925 the value of 
electrical machinery and supplies ex- 
ported was $73,600,000, more than two 
and one-half times the exports in 1923. 
The trend has been steadily upward for 
some time and should continue. 

.Our principal foreign markets are 
Canada, Japan, Mexico, Australia, 
Great Britian, Brazil, Argentine, Cuba, 
Chile, France and Spain. The type of 
equipment in demand is power trans- 
formers, large motors, generators, 
switching equipment, radio apparatus, 
telephone apparatus, and wiring sup- 
plies. 

The principal countries of the world 
are well aware of the tremendous 
electrical development in the United 
States and are taking steps to encour- 
age this development in their own 
countries. Many have gone as far as, 
if not farther than, we in rural electrifi- 
cation and are now taking steps to 
promote the consolidation of public 
utilities into super-power systems. 

This will all help to increase our 
exports, as the art in this country seems 
to develop more rapidly than in other 
countries, and as the desire is always to 
procure the latest that the industry has 
to offer, we are able to sell even against 

low-price local competition. 


Export ProBLEMs abe 

The problems encountered by the 
American exporter of electrical appara- 
tus in building up a foreign business are 
many. He must do what he can to 
eliminate the barriers of national senti- 
ment, which are strong in some coun- 
tries, and he must also overcome the 
feeling of resentment caused by our 
high tariff wall and the natural prefer- 
ence of foreign customers to trade with 


the mother country. In addition, he 
must contend with low manufacturi 
costs, a demand for apparatus that js 
special with him and standard with 
European manufacturers, and the long 
terms granted by foreign bankers and| | 
manufacturers. 
These are the broader problems, and 
perhaps the hardest to overcome. 
There are many others, but with 4 
carefully trained staff, backed by the 
necessary support from the home 
organization, there is no reason why our 
exports of electrical apparatus should 
not keep pace with the growing de. 
mand. 
Tue Future 
All this is apart from the speculative | _ 
field of invention, with all that it has) 
meant in the past and may mean in the 
future. One who has lived through 
the past forty years of scientific and) 
engineering accomplishment would hes. 
itate to venture any opinion as to what 
invention and ingenuity may still de 
forus. Suffice it to say, we are striving 
harder than ever before. Our labora-| 
tories are dotting the land. Their! 
equipment has never been so complete. | 
Devoted and able men are swelling the 
ranks of our research forces. Enor- 
mous sums of money are being ex 
pended to advance the art and to 
cheapen the service of electric supply. 
Assuredly the industry is giving ful 
encouragement to the progress of scien- | 
tific achievement. But we must do| 
_ more than this. We must deal with) 
_ the plain business and economic prob 
lems that exist and are a natural result 
of the industry’s rapid and tremendous 
growth. Great savings can still be 
made by devising other means of re| 
ducing costs through the inauguration 
of more efficient methods of distribu- 
tion and simplification of standards;— 
in other words, by addressing ourselves 
to the refining processes which natu- 
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OREIGN trade is considered by 

the uninitiated as a form of mys- 
tery. As a matter of fact, the same 
principles applied by our locomotive 
salesmen in this country are used by 
our salesmen abroad. In selling mo- 
tive power to railways, quality or per- 
formance is always of greater weight 
than price. And since a railway en- 
gine is a complicated mechanism, exact 
comparability of design and hence of 
price as between two manufacturers, 
even in the same country, is not the 
common thing. 

The sale of American locomotives 
abroad is rarely, except within broad 
limits, on a purely price basis. Spe- 
cial design for particular conditions, 
time of delivery and terms of credit are 
of greater importance, perhaps, in the 
sale abroad of locomotives than for the 
majority of our exported commodities 
and certainly with great frequency out- 
weigh price. 

In recent sales to India, special de- 
sign played a leading part. India, like 
the United States, is a country of great 
distances. Our ordinary types of loco- 
motives are much better adapted for 
service in India than most of the types 
used in Great Britain. We do not find 
it necessary to use the copper fire-boxes 
upon which the engineers for the India 
railways usually insist. Our locomo- 
tives can be run over 200-mile divisions, 
something that surprised the Indian 
operators. Our motive power is made 
to pull heavy trains. All of these fac- 
tors have been influential in opening 
the India market to our locomotive 
manufacturers. 

A second point about our foreign 
trade in locomotives is that our ex- 


Handicaps in Selling Vedieciesih Locomotives Abroad 


By E. S. Greae 
Chief, Transportation Division, Bureau of Foreign and Domestic Commerce, Washington, D. ¢. 


dered 
value 
prices 
locom 
ily in 
porters find it difficult to sell their prod. aes f 
uct to railways owned and controiled segre} 
by our European competitors. 
the obstacles to our manufacturers jp tives : 
the India market is the fact that Brit. 
ish capital controls the railways and 
British engineers, in the main, rm| ~ 
them. The same condition obtains 
quite largely in other countries. Ow} ~~ 
locomotive builders have sold practi.| 
cally nothing to the British-owned rail. 
ways in the Argentine. This prefer-| j9j3__ 
ence of British or French engineers for; 1914. . 
British or French products is natural} 195.. 
In the Central American region, where 
American capital and men have com} jgig 
structed and run railways, our locomo-| jgj9.. 
tives are given a preference. One! 1920.. 
reason our export trade in locomotives} !%!-- 
is so small is because American capital nf 
and skill have not gone abroad in large} jg4__ 
quantities. 1925 
In some countries where the govern-| ——— 
ment owns and operates the railways,| An | 
extra political difficulties are encoun-| pyr fo) 
tered. It has been said that contribu: | gained 
tions to the political party in power | per ce 
have secured locomotive orders for the | joecom: 
contributors in spite of high prices. It) States 
is alleged that in a few cases informa- | 1920, 
tion as to bids of others has been given! }] 1. 
to certain competitors so that they; (Can 
could put in the lowest bid. But all! proxin 
these extraneous influences are perhaps and m 
not large in the aggregate and the fact | yse on 


remains that American locomotive) good ; 
builders, on the basis of quality of prod- | tives. 
uct, terms of credit, time of delivery) condit 
and often in price, can easily compete} ously | 
with foreign builders. The special fac-| motive 
tors pointed out, however, usually} years, 
operate against them. the Ur 
Our export trade in steam locome ently | 
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tives is not as large as to quantity or- 
oad dered as before the war, although the 
value, because of the general rise in 
prices, is higher. Our trade in electric 
D.C. | locomotives, however, has rather stead- 
ily increased since 1912, when the fig- 
prod-| ures for this class for the first time were 
volled | segregated. Table I shows our export 
medi} cord in steam and electric locomo- 
TS in| tives since 1910: 


HANDICAPS IN SELLING AMERICAN Locomotives ABROAD 


power in this country. Ofcourse,itis 
impossible to establish a definite trend — 
in locomotive exports to particular 
countries year by year. Alargeorder 
for locomotives may be placed this year 
and none whatever for three or four __ 
years. Consequently, the figures for — 
three prewar and three post-war years 
are given in Tables III and IV. 

Apart from the factors outlined in — 


TABLE I—U. S. Exports or Steam AnD Execrric Locomotives 1910-1925 
Tun 
tains Year No. Dollars Year No. | Dollars 
Ou 
| 416 $,958,648 | 1911................. 
622 1 38 273,516 
| 373 | 48 437,452 
228 0206500 4. J... 43 $24,478 
799 | 12,665,877 | 1916................. 62 452,324 
1,457 | 35,889,632 | 1918................. 39 161,453 
959 | 90,875,728 | 1919................. 68 835,978 
1,711 | 58,629,847 | 1920................. 64 880,430 
1,012 | $9,696,331 | 19@1................. 88 | 2,190,712 
376 8,068,764 | 1922................. 71 1,078,207 
320 | 5,640,456 | 1924................. 167 | 2,243,040 
vern- 


vays,| An idea of the relative importance of 
‘oun | our foreign trade in locomotives may be 
ribu-| gained from the fact that in 1913, 14.5 
ower | per cent of the total number of steam 
r the | locomotives produced in the United 
It | States were sold in other countries; in 
rae | 1920, the per cent was 45.0; in 1925, 
ven 11.1, 
they | Canada and Mexico, because of their 
it all| proximity, and the similarity of gauges 
haps | and methods of operation to those in 
fact | use on our railways, have always been 
otiv€| good markets for our steam locomo- 
mrod-| tives. Unsettled political and financial 
very conditions to the south have seri- 
pete ously hampered the purchase of loco- 
| fac-| motives in this country in the last few 
ually} years. Of the countries overseas from 
the United States, Brazil has consist- 
ome} ently been a good purchaser of motive 


the first few paragraphs of this article, 
our locomotive builders have a basic __ 
handicap against them. The equip- 
ment of our builders is designed mainly _ 
for American types of standard-gauge 
locomotives. In many foreign coun- — 
tries there are as many as a dozen dif- 
ferent gauges. Our railway transpor- 
tation is designed for heavy motive 
power and heavy train loads. Asa _ 
consequence, in bidding on small and _ 
specialized equipment, our manufac- 
turers cannot obtain the benefits of — 
standardized and large scale produc- | 
tion. 

It should be pointed out, however, _ 
that in the competitive bidding abroad 
in the last five years the locomotive 
companies of the United States have Bes 
practically never been the highest bid- __ 
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TABLE II TABL 
2000 
ap 
Wier | Agent 
of Steam Locomotives \ ; | 
taf | || Hemi 
| 
eign c 
| comp 
— Exeorrs oF STEAM Ano Locomories 


Foreign Countrizs ror THE CALENDAR YEARS INDICATED 


1912 1913 1914 1923 
Exported to 
No.| Dollars | No.| Dollars | No.| Dollars | No.| Dollars | No 
Canada......... 8 | 46,745 | 21 | 146,458 | 12 | 27,623 4 48,922 3 
3 17,694 5 16,918 2 4,112 | 42 | 2,126,220 6 
2 9,615 1 on’ 7 
Japan. so wanes oe Boe 59 265,105 | 55 
All others........ 2 5,555 8 | 94,692 | 33 | 400,359 | 13 310,759 | 32 117: 978 | 21 173, 470 sn 
¢< 18 | 88,902 | 38 | 273,516 | 48 | 437,452 | 151) 3,314,367 | 167)" 2,243,040 | 812,321 
TABLE I1V—Unrrep States Exports or Stream Locomorives 
1912-14 and 1923-25, Calendar Years 
1913 1914 1923 1924 1925 
No.| Dollars | No.| Dollars |No.| Dollars | No.| Dollars | No.| Dollars ae 
1,182,993) 86; 502,253) 72) 1,141,464) 56) 357,079) 55) 822,430 
16 84, 42,300) 14 94,801; 61! 1,811,442) 30 247,548 
2 3 65,160} 10) 247,287) ....... 
210} 2,310,853) 66) 637,528 583, 37; 740,029) 86) 1,945,004 
18| 202,753} 23 190,944; 28) 749,883 8; 209,678) 31 38, 
5 42,821; 10 83,645 7 137,112 8 142,027 7 
89, 9 96,116 4 52,335; 11 138,341 6 
382,206; 61 678,615) 26) 473,494) 33) 590,575) 52 
5 26,650; 12 67,275; 13) 181,058 1 5,900} .. 
9| 129,075) 20) 328,629 1 80,000 1 16,000 1 
79| 1,302,346 5 51,700} 20 171,845) 23 95,709 8 
1 12,150 3 43,572} 16) 385,220 4 
Philippine 
Islands 1 4,922 468,058; 2 13, 2 33,020} 11 98,400} 8 
All others... ... 61 681,215 33| 221,105} 71) 795,742) 614,336) 44) 801,769) 75 
342} 3,120,397 622] 6,442,641) 373) 3,526,147) 266) 4,421,936) 320) 5,639,456) 363 


ders. In most cases their quotations ment in the efficiency of locomotives _ 
have usually been the lowest or close to _ has been achieved in this country in the : S 5 
that of the successful bidder. The last five years. Through the use of 
keenest competition our locomotive boosters, superheaters, better grate 
manufacturers have had to meet has __ space, etc., our newer locomotives burn a 

been from Belgium, Germany, France, less fuel per unit of power delivered. __ 
Italy and Great Britain, somewhat in This increase in efficiency has really — 
the order named. Strangely enough, meant that our railways have needed mae 
in bids to railways not controlled by fewer locomotives. Asa consequence, _ 
British capital, the British bids have the builders have been keenly pressed __ 
uniformly been the highest. It is for business and have made drives for 
worth mentioning that even when for- foreign orders. This pressure to ex- __ 
eign countries are successful in getting port is likely to increase. It is prob-— 
competitive orders, American partsand able that our locomotive companies _ 
attachments are frequently specified. will compete vigorously for a share of 
Broadly speaking, a great improve- the locomotive business of the world. — * 
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Farm Equipment and Export Trade 


By H. J. Samerr 
Secretary, National Association of Farm Equipment Manufacturers 


1.N agriculture, as in all other indus- 
tries, competition is forcing the 
adoption of modern, labor-saving 
methods and the more extensive use of 
efficient and cost-reducing machinery. 
Particularly is, this true of the 
American farmer, because his higher 
standard of living makes it imperative 
that he rely upon machines rather than 
upon high-priced help if he is to stay in 
the profit-making class—and there is 
such a class, despite the depressed 
condition of our basic industry at this 
moment. “Gold medal farmers,” men 
who have been honored by their respec- 
_ tive states for growing 100 bushels of 
_ corn, 40 bushels of wheat, or 300 bush- 
els of potatoes per acre, tell us farming 
can be made to pay, but that modern 
methods and the use of improved 
_ machinery are as necessary in agricul- 
_ ture as in any other business. 
Indeed, the commanding position of 
_ our farmers, compared with the status 
of those elsewhere, may be attributed 
in large measure to what Secretary of 
Agriculture W. M. Jardine has termed 
_ “the most impressive development of 
all time in agriculture, namely, the 
ae advent of farm machinery”'; while 
ao _ President Coolidge has credited “the 
marvelous inventions of farm ma- 
es chinery” with helping “to establish 
here the first agricultural empire which 
did not rest upon an oppressed peasan- 
try.”? Not only did American agricul- 
ture make greater strides in the few 
short decades immediately following 
the introduction of machine methods 


1 Address before Natl. Assn. of Credit Men, 
N. ¥. May 25, 1926. 

*Address before American Farm 
Federation, Chicago, Ill., Dec. 7, 1925. 


than agriculture the world over had 
made in fifty long centuries, as the 
Secretary of Agriculture has pointed 
out, but it has been the constant im. 
provement in such equipment that has 
enabled the American farmer to keep 


one jump ahead of his enterprising | 


competitors in such progressive coun- 
tries as Argentina and Australia, where 
land is cheap and labor plentiful. 


Power Farminc—A PEACEFUL 
REVOLUTION 


That the American farmer has been 
able to maintain his position in the 
front ranks, during recent years is, 
perhaps, due to the more general ap- 
plication of power farming methods in 
this country than in other lands, 
Since the advent of the tractor, early in 
the 20th century, the use of larger 
tillage units, allowing the farmer to 
farm more acres in a more intensive 
manner, has been a notable develop- 
ment. 

In some respects, this rapid swing 
toward use of power in farming has 
been a revolution in agriculture, but so 
peacefully has this revolution been 
effected that many of us have scarcely 
realized its full significance. Never- 
theless, it has been the constant prog- 
ress in the application of mechanics to 
agriculture that has released labor 
from the farms, to be absorbed by 
other industries as needed, until to-day 
less than thirty per cent of our popula- 
tion produces the food that is con- 
sumed by the other seventy per cent; 
whereas, only a century or so ago, 
ninety per cent of the people of the 
United States were occupied in raising 
the barest of food essentials. 
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ACCOMPLISHMENTS 


Perhaps a few illustrations indicating 
how tractor farming has multiplied 
man’s capacity, speeded up his opera- 
tions and lowered his production costs, 
may not be amiss. According to com- 

nt authorities, one man and two 
horses, with a twelve-inch walking plow 
can handle about 1.6 acresa day. One 
man and a tractor, pulling a three- 
bottom gang plow, can handle from 
eight to ten acresaday. In harvesting 
wheat, one man with four horses and 
a seven-foot binder can cover about 
fifteen acres a day; with a tractor and 
an eight-foot binder he can cover from 
twenty to twenty-five acres; with a ten- 
foot tractor binder, thirty to thirty- 
five acres; with a combine (harvester- 
thresher), which cuts and threshes the 
grain in the field, from thirty to sev- 
enty-five acres a day. 

Another way to visualize this trend 
toward reduced costs through utiliza- 
tion of labor-saving machines is to 
compare the expense of harvesting and 
threshing by ordinary means with the 
“combine” method. 


Cents per 
Bushel 
Cost of harvesting and threshing by ordi- 
nary machine methods............. 22.6 


Cost of harvesting and threshing with 
combine (harvester-thresher ) 


Saving, new method over old.......... 


Small wonder that the American 
farmer is demanding modern machinery 
and that the American farm equipment 
manufacturer is building it! 

Looking at the situation from still 
another point of view, it requires three 
hours and three minutes to produce a 
bushel of wheat by hand methods. To 
harvest it with a binder and thresher, 
it takes nine minutes and fifty-eight 
seconds. With a combine, the man- 
labor per bushel drops to less than 
three minutes. 


Farm EquipMENT AND Export TrapE 


Even more striking, perhaps, is the _ 


following computation showing the _ 


saving effected by producing the 1925 


crops by machine instead of by hand 


methods: Using the 28-year-old esti- 
mates of the Bureau of Laborastothe 
time required to produce an acre of | 


corn, oats, barley, wheat, cotton, rye, 
hay and white potatoes by machine _ 
methods, it is found that had these 


eight crops been raised by hand in 
1925, the additional cost to producers 
would have been $3,889,222,905, figur- 
ing labor for all crops but cotton at 


$3.00 a day, and $2.00 a day for cotton- 
field help. The time saved amounted ~ 
to 1,482,866,185 days; and this com- | 
putation takes no cognizance of the _ 


fact that machine methods have im- 


proved marvelously since 1896, the — 
last year that the Bureau of Labor — 
made its estimates. 


Professor J. B. Davidson, of Iowa 
State College, puts the economics of Bs 


modern farm equipment in an effective _ 
form when he says: 


Power has always been in America a 
cheap substitute for labor. 
man is hopelessly outclassed. A good 
husky man is able to develop about one- 
tenth of a horse power. 


one cent an hour. 


The relation between power and produc- : 


tion in agriculture is very clearly shown in | 


a chart from Bulletin 1348, U.S. Depart- 


ment of Agriculture. It is to be noted that 
there is a very definite relationship between 
the value of the crops produced per agri- 
cultural workers in the various states and 
some of the foreign countries and the © 
amount of power used. 


“If there is a more significant rela- 
tionship in American agriculture,” 
says Professor Davidson in referring to 
the table, “I do not know of it.” 

The extension of power farming has 
also contributed to the movement to- 
ward larger farms, to which the present 


Secretary of Agriculture has called 


As a motor, 


With horse power 
at ten cents per hour, his valueasamotoris 


im- | 
ee | 
sing 
un- 
: 
: 
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(Table from U. S. Department of Agriculture 


Bulletin 1348, p. 17) 
Value of Primary 

Horses per! Production per 

bic Worker Worker 

19 $45.00 
France........ 37 90.00 
Germany ..... 55 119.00 
United Kingdom 88 126.00 
United States. . 2.05 292.00 
Alabama...... 81 112.00 
New York .... 1.69 250.00 
3.86 595.00 
Nebraska ..... 4.71 910.00 
attention. In 1910, the average farm 


In 1920, it 
To-day, many 


contained 138.1 acres. 
contained 148.2 acres. 


eighty acres more with their power 
farming equipment than they could 
with their former tools, and doing this 
without any additional hired men. 

While the use of tractors and tractor- 
drawn machinery has been steadily 
increasing for many years, the greatest 
strides have been made during the post- 
war years when farmers have been 
called upon, as never before, to keep 
down their labor costs, until now it is 
- conservatively estimated that tractors 
or tractor-operated equipment account 
for at least one-half of the industry’s 
total sales volume for the industry. 
What this means in dollars and cents is 
indicated in the preliminary figures on 
1925 production and sale of farm 
equipment, only recently released by 
+ the Bureau of the Census. These 
statistics show the wholesale value of 
_ farm machinery produced last year to 

$365,144,000, compared with $329,- 
170,367 for the year before. 

In every branch of the industry, this 
same trend toward the use of labor- 
- saving and cost-reducing equipment is 
noticeable. 

A few illustrations will suffice: In the 


f 
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farmers are handling from forty to . 


are finding it advantageous to instal] 
sanitary equipment in the barns, to 


use milking machines instead of hand | 


methods; to feed silage instead of more 
expensive and less efficient feeds. Ip 
the corn belt, tractors and other labor. 
saving equipment are found on most of 
the farms operated by the “gold medal} 
farmers.” Spraying, which formerly 
was considered to be necessary only for 
orchardists, is now being done by 
poultrymen and hog raisers and others 
who appreciate that sanitation spells 
profits to them. Similarly, gas en- 
gines are being put to a score of tasks 
that men—or women—formerly per- 
formed. 

So it is with other lines—everywhere 
a demand for new and improved 
equipment. Indeed, new markets in 
the United States are found, to a large 
extent at least, new uses for machinery 
or new machines built to meet the new 
requirements. 

Yet in spite of the improvement in 
farm machinery (for example, compare 
the ponderous locomotive-like tractor 
of a decade ago with the smaller effi- 
cient tractor of the present day), and 
notwithstanding the increased cost of 
manufacture, the National Industrial 
Conference Board, in its report on “The 
Agricultural Problem in the United 
States” (April, 1926), presents a table 
giving the index number for farm ma- 
chinery and repairs in 1925 as 135, 
using prices prevailing in 1914 as a base 
of 100. For farm products, the index 
number is 144 (U. S. Department of 
Agriculture figure, based upon prices 
of thirty items). 


SIMPLIFICATION Bic Factor 


How have manufacturers of farm 
equipment managed to bring down the 
price level to an average nine points 
below the average of farm products? 

To some extent, at least, a con- 
certed effort on the part of all com- 
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Farm Equipment AND Export TRADE 


panies to simplify their lines, to elim- 
jnate the unnecessary sizes, styles 
and varieties, has been responsible. 
This eliminations program, begun prior 
to the World War, was given impetus 
during that period, and has been con- 
tinued since then in co-operation with 
the Department of Commerce with 
notable progress being made from 
year to year. 

Perhaps the achievement of the man- 
ufactures of plows and tillage imple- 
ments in this field of voluntary co- 
operation may serve to illustrate what 
has been accomplished in the industry: 


must be used, and the consequent de- : 
mand for special equipment. Never- we 
theless, the mass production idea is 
utilized to great advantage, with the __ 
result that American-made 
can be offered the foreign farmer at — ts 
attractive prices, when efficiency of 
the machine and quality of the product 
are considered. 
The result is that America leads in 
the sale of implements overseas. For- __ 
eign countries are taking American — rf 
farm equipment in : 


Sizes Sizes 
— and and Number Per Cent 
a Implements Bere Types | Types | Eliminated | Eliminated 

Riding Moldboard 18 29 62 
Corn Planters and Seeders.................... 1116 18 1098 98 
Tractor Moldboard Plows..................... 21 14 33 

Drill and Seeder Attachment (Disc Harrows)... . 18 0 18 100 Are 
Middle Breakers and Listers................... 21 28 Plus 7 Plus a 

2156 | 255 1901 88.1% 


In one item only was there an in- 
crease in sizes and styles, and this was 
due to the improved methods of listing. 

This compilation carries its own 
story :—less money tied up in inven- 
tory; fewer small runs on unprofitable 
items; decreased production costs; im- 
proved equipment for the farms. 


U. S. Leapersuie In Export Freip 


In the export field, there has been 
no attempt to undertake a program of 
simplification, due to the varying 
conditions under which the implements 


greater than the price the American _ 
farmer pays for a similar article, be- 
cause of the added expenses due to 
packing, transportation, 
import duties, etc. 

Some idea of the way in which 
farmers in foreign countries are ab- 
sorbing exports by American farm ma- sgh 
chine manufacturers can be gained _ 
from the reports of the Bureau of the — a 
Census. In 1921, -domestic sales 
amounted to $222,908,000 in round 
numbers; exports to $21,663,000, or 
approximately one- tenth of os domes- 
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tic oe In 1923, the sales to the 
domestic trade were $312,000,000; ex- 
ports $49,000,000. In 1924, domestic 
sales volume was $283,414,000 while 


_ 974,000; more than one-fifth as much 
_ as the domestic business. The propor- 
tion for 1925 is still higher, approxi- 
- mating twenty-five per cent, foreign 
" sales last year amounting to $77,900,- 
000. What 1926 will develop is con- 
jectural, but exports during the first 
quarter of this year showed a gain of 
fifty-four per cent over the same period 
in 1925—$25,123,000 against $16,231,- 
000. 
While Europe is still the best custo- 
mer of the farm equipment manufac- 
tures, the country which has been taking 


Yankee machinery in the largest quan- 
though the regular implement lines’ 
purchases by that country, Canada, 

foreign business of the industry. 

indicated in the following comparative 


tities is Argentina, tractors and “com- 
bines” being in unusual demand, al- 

ie = have been selling freely. In fact, 
and Russia in Europe accounted for 
a more than fifty per cent of the entire 
ae The rapid advance of the overseas 
trade in the ten leading markets is 
table prepared by the U. S. Depart- 

ment of Commerce: 
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Country 1925 1924 
Argentina........ $17,945,904 | $16,728,673 
Russia in Europe 7,249,839 1,320,750 
5,645,049 7,222,529 
Australia......... 4,600,744 4,699,473 
4,070,871 | 1,376,085 
British South Af- 

United Kingdom 2,428,264 1,891,285 
2,213,335 1,666,114 
New Zealand... .. 1,613,608 848,111 


No Tarirr Here! 


It is of interest to note that while 
our farm implement manufacturers are 
selling their equipment abroad, in 
spite of tariff barriers, all the world is 
free to compete for the trade of the 
farmers of the United States, since 
there is no tariff here on farm ma- 
chinery, except upon cream separators 
valued at more than $50.00. And so 
long as the domestic manufacturer 
keeps far ahead of his foreign competi- 
tor in meeting the American farmer's 
demand for improved machinery to 
enable him to reduce production costs, 
there is little danger that the suprem- 
acy of American equipment in the 
home market will be seriously threat- 
ened. 
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HE stomach has its limits. Every 

one knows it, even the small boy 
who insists on being convinced by ex- 
perience. The food needs of the 
world’s population have their limits, 
too, but the fact is often forgotten in 
discussions of food consumption and 
trade. One difficulty in thinking 
straight is that many different foods 
are available under conditions that 
make for different food requirements, 
and a change from one food to another 
creates what appears to be a new trade 
but which is in reality only a substitu- 
tion. Of course, some foods are better, 
more nutritious, more healthful than 
others, and in the long run such foods 
tend to replace inferior articles. But, 
given ability to buy the quantity of 
food necessary to maintenance of 
health and well-being, most people let 
their tastes decide. Habit and custom 
are strong factors in taste. 

Americans eat more canned foods 
than any other people, more both in 
quantity and variety. In the United 
States canned foods, far from being a 
luxury, are an everyday food of all 
classes of people, used because they are 
at once convenient and economical and 
because they add variety and needed 
food values to the diet. This condition 
results from the fact that the American 
people as a whole are not only able to 
buy all they want and need, but also to 
choose the variety that their taste or 
their knowledge of food values suggests. 

Choice of foods—and the consequent 
change in the consumption of any one 
of them—depends in large measure on 
the two factors of buying power and 


Export Market for United States toate 
Canned Foods 


ts tere By J. E. 4 
Assistant Secretary, National Canners Association 


knowledge. There are other factors— 
climate, occupation, the influence of 
habit, etc.,—but without means to ex- 
ercise choice, knowledge of food values 
may have, and usually does have, 
little influence on choice. 

Foreign countries with lower stand- 
ards of living than those in the United 
States cannot be expected to consume 
as many canned food products as Amer- 
icans. They will consume certain ar- 
ticles of American production which 
they themselves do not produce, and 
certain other articles which appeal es- 
pecially to their taste. But the outlet 
for American goods in foreign countriés 
will not equal the proportions it has 
gained in the United States until eco- 
nomic conditions in other countries 
more nearly approach those of our 
own country. 

It seems, therefore, that the future of be 
our export trade in canned foods will 
be determined largely by (1) the rela- 
tion of the output and productive ca- 
pacity of the canning industry to Z 
mestic food requirements; and (2) by 
the food requirements of foreign coun- 
tries as determined by theirown produc. 
tion and by their living standards and — 
ability to buy. 

This statement may seem to ignore 
considerations that loom large in pres- 
ent-day export problems, such as the 
tariff levied by foreign countries and 
the matter of food tastes and food hab- %, 
its. The latter are real problems and 
have a very real effect on present-day _ 
trade, but in the long run tariffs will | 
be adjusted in connection with and in 
relation to the domestic production of , 
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80 
_ these foreign countries, while the mat- 
ter of taste is one of education. 
The development of industry and the 
increase of urban population in the 
_ United States have raised the question 
of the adequacy of our domestic food 
supply in coming years. Has the time 
come, or is it soon to come, when the 
United States must look to other coun- 
tries for much of her food supply now 
furnished by domestic production? 
The best answer to this, so far as the 
immediate future is concerned, is the 


present plight of agriculturists who 
find a surplus on their hands that has 
_ depressed domestic prices and that can 
be marketed abroad only in competi- 
tion with other countries having lower 
costs of produc ‘tion and therefore able 
i: x to quote prices that mean no profit to 
American farmer. 
_ Another example is found in the can- 
fr ning industry itself, where record-break- 
_ ing packs of corn, peas and tomatoes 
have resulted in prices which are un- 
to the canners, but which 
caused a greater consumption of these 
products than in earlier years. With 
the canners, as with the farmer, the 
question is not one of producing 
enough to meet market demands, but of 
adjusting production so as to prevent 
a surplus, or of finding additional out- 
for the surplus. 


or CANNING INDUSTRY 


Precise figures are lacking to show 
just where the canning industry stands 
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with respect to the food requirements 
of the country and in relation to other 


industries. Quantitative statistics for 
the canning industry and for many 
others are unavailable, especially for 
earlier years. The best that can be 
done is to use values and eliminate, so 
far as practicable, the influence of 
price changes. Besides, there is the 
possibility that any one census year 
reflects unusual production and bus- 
iness activity, or the reverse. A com- 
parison covering practically the last 
twenty-four years, however, serves to 
throw some light on the situation. 

In the following table are brought 
into comparison the population of the 
United States in 1899 and 1923 and the 
output of (1) all manufactures, (2) 
manufactured foods and kindred prod- 
ucts, and (3) canned foods, including 
fruits, vegetables, soups, fish, milk and 
meat. The values are in dollars and 
these are given, first, as reported by the 
Census Bureau and, second, as cor- 
rected for price changes by use of 
the Labor Department's index numbers 
of wholesale prices. 

While these figures give only an ap- 
proximation of what has happened in 
the relation of canned food production 
to other factors, they do reveal that 
the output of the industry has increased 
much more rapidly than manufactures 
in general and very much more rapidly 
than the country’s population. 

The change in output of canned food 
staples such as corn, peas and tomatoes 


Reported by Census _ Corrected for Price Changes} Indicated by 
Corrected 
1899 1 

923 1899 1923 Values 
eR eembetia im 1,000 Dols. | 1,000 Dols. | 1,000 Dols. | 1,000 Dols. Per Cent 
All manufactures......... 11,406,927 60,555,998 15,209,200 | 39,322,100 158.5 

Manufactured food and kin- 

dred products.......... 2,199,204 9,524,051 2,971,900 6,613,900 122.6 
Canned foods............ 73,970 620,518 99,959 430,915 331.3 
Population............... 74,706,612 | 110,008,502 | 48 
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dicates. The growth of the industry 
has been due to diversification of pro- 
duction rather than to an increase in 
the output of the staples. This is indi- 
cated by the wonderful increase in the 
output of such articles as canned beans, 
pineapple and soups. In 1899, the 
three staples—canned corn, peas and 
tomatoes—constituted a little over 
thirty-five per cent of the total value 
of the canned foods production of the 
country. In 1923, those three articles 
formed less than eighteen per cent of 
the total value. am 


PRESENT STATUS 


Statistics on canned food consump- 
tion are lacking and the trend of con- 
sumption can only be approximated by 
the use of available information on pro- 
duction and foreign trade. This meth- 
od disregards, of course, the factor of 
stocks, on which no reports have been 
or are now collected. In 1904 the 
available supply of canned foods as 
represented by the combined produc- 
tion and imports amounted to about 
$111,000,000, while the exports were 
roundly $16,000,000, indicating that 
the value of the goods consumed was 
approximately $95,000,000 or $1.15 
per capita. By the same method the 
value of the per capita consumption in 
1923 works out at $5.20. Between 
these two dates there was a consider- 
able change in price levels, and when 
these per capita consumption figures 
are corrected for this change the con- 
sumption in 1904 works out at about 
$1.37 and in 1923 at $3.62. This is an 
increase of about 164 per cent. 

In the same period exports of canned 
foods increased about 120 per cent and 
imports about 107 per cent. These 
increases are computed on values cor- 
rected for price changes. 

That the canning industry is in po- 
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during this period was not nearly so 

great as the percentage of increase in- 


sition to meet the growing domestic 
consumption and likewise to increase 
its exports is also indicated by figures 
on plant output and capacity compiled 
by the Census Bureau for 1921 and 
1923. These figures compare the ac- 
tual output of factories with their max- 
imum possible output. The Bureau 
does not give figures for canning alone, 
but it does furnish an estimate for 
2438 firms engaged in canning and pre- 
serving fruits and vegetables and in the 
manufacture of pickles, jellies, pre- 
serves and sauces. In 1921 these firms 
actually produced fifty per cent of what 
they had capacity to produce. In 
1923 their output was a little over sixty 
five per cent of their maximum possible 
output. 

The present export trade in canned 
foods takes a proportion of the canning 
industry’s production that varies wide- 
ly with the respective products. The 
Foodstuffs Division of the U. S. De- 
partment of Commerce, which has 
worked out what it terms a rough ratio 
by comparing the production figures 
of 1923 with the exports for the fiscal 
year beginning July 1 of thatfyear, 
states: 


This comparison shows that our fruit ex- 
ports vary from 3.4 to 46.5 per cent of the 
domestic production. These figures apply 
to cherries and pears, respectively. Ap- 
proximately one-fifth of the canned salmon 
produced and over a quarter of the sar- 
dines were exported. About one-eighth of 
the evaporated milk and over a quarter of 
the condensed milk were consumed in for- 
eign countries. Conditions are reversed 
in the case of canned vegetables, with the 
exception of asparagus. About one-seventh 
of the asparagus canned is exported, while 
for the other vegetables less than 1% per 
cent of each is exported. 


Our exports of canned foods are 
widely distributed, but the bulk of 
trade is with five countries—the United 
Kingdom, Canada, Cuba, the — 
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_ pines and Mexico. However, these 
_ five countries are not always the lead- 
ing consumers of the individual items 

in the trade. Three of the five, it will 


_ be noted, are what might be termed 


nearby markets. 

_ The importance of the British mar- 
_ ket is indicated by the fact that in 1925 

it purchased of our canned beef exports 


48.8 per cent, pork 89.4 per cent, evap- 


 orated milk 28 per cent, peaches 82 per 
io cent, pears 90 per cent, pineapple 43.3 
per cent, apricots 86.6 per cent, plums 
ok per cent, other fruits 71.7 per cent, 
salmon 46.7 per cent, asparagus 12.4 
_ per cent, beans 50.5 per cent, and soup 
17.5 per cent. The United Kingdom 
is the one great foreign market for our 
canned fruits. 

Canada, on the other hand, figured 
more largely in the vegetable trade, 
taking of the canned corn exports 
52.7 per cent, beans 13.5 per cent, peas 
26.2 per cent, soups 65.6 per cent, 
asparagus 6.2 per cent, other vegetables 
38.8 per cent. Canada also purchased 
canned fruits in amounts varying from 
13.6 per cent of the cherries down to 
1.1 per cent of the pears. 

Cuba occupied an important place 
in the trade in sausage (69.5 per cent), 
condensed milk (39 per cent), tomatoes 
(43.3 per cent), and also figured in 
practically all other lines. 

The Philippines stood first in only 
one item, taking 20.1 per cent of the 
sardines exported, but it was second in 
condensed milk (24.8 per cent), salmon 
(13.9 per cent), and sausage (6.8 per 
cent), and it was third in beef, pork, 
evaporated milk, cherries, corn, toma- 
toes, beans, peas and miscellaneous 
vegetables. Mexico likewise figured 
in many items, though leading in 
none. 

The relative importance in our ex- 
port trade of the various classes of 
canned foods is shown by the fol- 
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lowing statistics of the amounts ex. 
ported in 1924 and 1925: 


1924 1925 
Classes (Pounds) | (Pounds) 
206,224,758 157,762,615 
Vegetables....... 59,984,841 | 55,360,564 
Fruits. . . .| 224,312,848 263,360,075 
622,247,363 605,707,485 


Factors In Future DEVELOPMENT 


For the trade in each of these lines 
with each of the important customers 
there is, of course, an explanation, and 
that explanation also furnishes the rea- 
son why other customers take less or 
none of the same item. Each country 
is an individual problem, and working 
out that problem involves considera- 
tion of (1) living standards and the pro- 
portion of potential buyers and users 
of canned foods in the country’s pop- 
ulation; (2) character and extent of 
domestic food supply with particular 
reference to items competing directly 
with canned foods or serving as substi- 
tutes for them; (3) food habits and 
tastes; (4) hindrances to exports in the 
form of customs duties; (5) food laws 
affecting the importation and use of 
foreign foods. 

As already pointed out, the devel- 
opment of a market for canned foods 
in foreign countries comparable to that 
in the United States depends to a large 
degree on living standards. If the 
people of a foreign country enjoy the 
same standards as our people at home, 
they may be expected eventually to 
buy and use canned foods as we do, 
subject of course to such modifications 
as climate, taste, and available domes- 
tic foods of the different countries may 
dictate. So long as canned foods are 
a luxury because of their comparative 
cost, however, sales will be on a luxury 


_ 
trea 
tarif 
pene 
in 
W 
worl 
unif 
it is 
shar 
tries 
qual 
forei 
vant 
qual 
has 
over 
the 
tries 
canr 
Unit 
incre 
Fi 
char 
| proc 
buy: 
usué 
toth 
g miss 
this 
port 
ican 
corn 
try) 
in 
Pos: 
cour 
man 
expe 
the 
are 
Ame 
a 


a" 


basis. Moreover, they are likely to be 
treated as luxuries in the framing of 
tariffs and in other legislation. The 
expansion of our foreign canned foods 
trade is therefore in great measure de- 
pendent on the world’s advancement 
in material well-being. 

While the United States leads the 
world in canning technique and in the 
uniformly good quality of its products, 
it is bound to come into increasingly 
sharper competition with foreign coun- 
tries. In neutral markets, price and 
quality will be the deciding factors, and 
foreign countries usually have the ad- 
vantage of lower production costs. In 
quality the American canning industry 
has nothing to fear. One factor often 
overlooked is that the development of 
the canning industry in foreign coun- 
tries means greater consumption of 
canned foods everywhere, and the 
United States, with its wide range of 
products, is bound to profit from this 
increased world use. 

Food habits and tastes are not 
changed over night. Introducing a 
product new to the great mass of food 
buyers is a process of education—and 
usually a slow one. But every convert 
tothe new product is both a buyer anda 
missionary in the educational work. In 
this connection the statistics of our ex- 
ports of canned corn—a typically Amer- 
ican food—are interesting. Canned 
corn goes to practically every coun- 
try in the world, but to most of them 
in comparatively small quantities. 
Possibly Americans resident in these 
countries account for most of the de- 
mand, but it is not unreasonable to 
expect a steady—if slow—growth in 
the trade in this product, whose merits 
are now fully appreciated by only the 
American people. 
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Foreign tariffs on canned foods are 
a real and effectual barrier to American 
trade in some countries. In some 
cases these tariffs are protective in pur- 
pose; in others, they are placed at a 
high rate because canned foods are 
considered luxuries and their buyers 
able to “carry the load,” With its 
policy of a protective tariff, the United 
States is not in position to argue for a 
reduction in the protective duties lev- 
ied by foreign countries on foods that 
they also produce, but were there a 
bargaining provision in our tariff, it 
would doubtless be possible to negotiate 
reciprocal agreements that would mean 
larger markets for various American 
products. 

Canned foods complying with the 
United States Food and Drug Act meet 
any reasonable foreign requirement. 
Where foreign countries have unrea- 
sonable restrictions or requirements 
it is usually possible to obtain the de- 
sired changes. At times labeling reg- 
ulations and customs regulations may 
cause difficulties, but these are minor 
hindrances rather than real obstruc- 
tions to trade. 

Consideration of all these factors 
leads to the conclusion that our export 
trade in canned foods will continue to 
expand steadily but not rapidly. 
Emergency conditions may develop 
to cause a sudden increase some one 
year or two, but the permanent and 
steady growth of our export trade 
will be founded on improved economic 
conditions abroad that make for a 
higher and better standard of living. 
Such conditions, combined with a bet- 
ter knowledge of canned foods, will 
bring to the American canning indus- 


try an outlet for an increasing propor- _ 


tion of its products. 
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Special Staff Representative, Oil & Gas Journal 


CONSIDERATION of American 
foreign trade in petroleum and 
its products and the factors that have 
made it what it is to-day, that are 
changing it to-day and that are work- 
ing to change it to-morrow, invites 
study not only tothat section of activity 
devoted to shipping oil abroad, but to 
_ the whole oil situation, domestic and 
world. 

Merely to state that petroleum and 
_ petroleum products exported from the 
States represent in value the 
_ sizable proportion of over nine per cent 

of this country’s total exports and that, 
recognizing the desirability of develop- 
ing foreign trade, the American oil 
industry is entitled to due credit in 
making this contribution toward a 
favorable trade balance, is to disregard 
an issue that has frequently been raised 
as regards the exports of petroleum, 
and particularly as regards gasoline. 

The question of the exportation of 
gasoline has been raised principally in 
political circles in connection with 
prices paid for gasoline by American 
motorists, and not infrequently a bill 
is introduced in Congress advocating 
an export embargo. 

In contrast, advocacy of the exten- 
sion of American trade in foreign mar- 
kets is general, insistent, recognized as 
fundamentally sound, and has been 
over a period of the last few years pro- 
ductive of significant results in connec- 
tion with such merchandise as iron and 
steel products, machinery and vehicles. 

Recently, American manufacturers 
of automobiles have concentrated on 
foreign markets and exports in 1925 
increased thirty-nine per cent over the 


Foreign Trade in Petroleum 


FANNING 


But the most striking contrast is 
furnished by the paternalistic efforts 
on behalf of agricultural products. 

The recent Congress seriously con- 
sidered a bill which would have the 
government finance co-operative as- 
sociations and other dealers who would 
purchase, store or export the surplus 
stocks of wheat, corn, cotton and live 
stock beyond the demand for home 
consumption. This exported surplus 
was to be sold abroad at world prices 
in contrast to the higher prices at home 
and this loss was to be reimbursed first 
by the Federal treasury and repaid 
from an equalization fee to be col- 
lected on these commodities sold by 
farmers. 

The economic factors involved in the 
relation of exports to domestic prices 
are the same in the case of all commodi- 
ties, whether mineral, manufactured or 
agricultural, and an opposite treat- 
ment for petroleum as against all other 
industry is obviously not justified on 
purely economic grounds. 

Petroleum is probably subject to 
wider fluctuations as regards produc- 
tion than any other industry. It has 
its periods of overproduction with 
resultant depressed prices in as serious 
measure as occurs from time to time in 
cotton and wheat. The export oil 
outlet has its important bearing in 
such situations, although the develop- 
ment of the export trade in petroleum 
was not based on marketing a surplus- 
age, nor is this its present most out- 
standing characteristic. 

The proportion of gasoline exports to 
total domestic production and imports 
will be treated later. Exports amount 
to only 12.4 per cent of the total supply. 
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But while reference is made to the ex- 

rt gasoline issue, it is interesting to 
note that the price of the product at 
home has been relatively low. 

According to index numbers of 
wholesale prices compiled by the U. S. 
Department of Labor, gasoline has in 
all except three years since 1913 been 
consistently under the average for 
“all commodities.” In 1925 gasoline 
sold only fourteen per cent higher than 
in the prewar year of 1913, while the 
average for “all commodities” was 
fifty-nine per cent higher. In 1924 
gasoline was seven per cent higher, 
against fifty per cent; in 1923, twenty- 
three per cent against fifty-four per 
cent; while in 1922 both gasoline and 
“all commodities” showed a rise of 
forty-nine per cent. 

The main difference between oil and 
some of the other important commodi- 
ties in export trade, regarded from the 
angles of national prosperity and 
security, would seem to be that petro- 
leum is a mineral and an exhaustible 
resource. Should not oil produced in 
this country be used to meet only 
domestic requirements, and would not 
a stoppage of exports result in conserv- 
ing that much more oil in the ground? 
The imminent exhaustion of American 
oil resources has frequently been pre- 
dicted. And there is every reason to 
believe that the itinerant advocates of 
gasoline export embargoes have been 
motivated consciously or subcon- 
sciously by a fear complex respecting 
a gasoline shortage and America’s in- 
creasing dependence on foreign oil 
sources. 

But estimates of petroleum reserves 
in this country are revised upwards 
successively as the drill penetrates to 
deeper sands and into new areas. 
Thus far the gasoline shortage has 
failed to materialize, as the gasoline 
price levels cited eloquently show. 


Foreign TRADE IN PETROLEUM 


The first exhaustive study of American 


oil resources! made the 
industry is optimistic as to future 
supplies. 

Meantime the export figures for 
petroleum products over a long series of 
years show the law of supply and de- 
mand to be operating to effect adjust- 
ments that artificial measures could 
not hope to accomplish. 


Wor.p PropvuctTIon AND CONSUMPTION 


It is necessary to look on petroleum 
like wheat, as a world commodity with 
a world market, the American industry 
affected by sources of supply scattered 
all over the globe. The development 
of large-scale oil production in Persia, 
for instance, has had a noteworthy 
effect on the exports of gasoline from 
the United States. 

Also, petroleum, like wheat, is an 
essential product. Petroleum as a 
world essential is the answer for Amer- 
ica’s exportation of the various oil 
products. It is not that the American 
industry looked about for a market for 
its surplusage, but that the world 
demanded vital products which nature 
and initiative in enterprise gave in 
abundance to this country. 

Production of petroleum in America 
dates back to 1859, and the United 
States has virtually from the earliest 
days supplied the bulk of the world’s 
oil. An unknown product, the first 
important use to be discovered for it 
was as a burning oil in lamps. Kero- 
sene gave the world light, and the world 
had to come to the United States for 
most of its supply. 

For lubrication, the same is true. 
Lubricating oil derived from petroleum 
made possible the age of machinery and 
the world progressed in this direction 
largely through American supplies. 

In the early days of the 20th century 

1 American Petroleum Supply and Demand, 


1925. Report of Committee of Eleven of 
American Petroleum Industry. 
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the automotive development in the 
United States began to make definite 
forward strides and by 1910 the auto- 
mobile was creating a new large de- 
mand for a petroleum product. To 
supply gasoline to meet the phenom- 
enal growth of the automobile has 
been the predominant influence in the 
world’s petroleum development and 
has revolutionized the American in- 
dustry. 

The world was brought to a full 
realization of the essential importance 
of petroleum in everyday life in indus- 
try, and in connection with national 
security, during the World War. The 
great development in the use of fuel 
oil in factories and in ships had its 
inception during the war. Many of 
the military campaigns were directed 
with oil sources as the objective and the 
post-war days have seen a long diplo- 
matic struggle for petroleum. 

The United States is now supplying 
over seventy per cent of the world’s 
crude oil production. The unequal 
drain on American oil resources is 
shown by the fact that since recorded 
production in 1857 and through 1925, 
this country has supplied sixty-four 
per cent of the world’s total output. 
The figures are as follows: 


Perroteum Propuction, 1857-1925 


Barrels 
13,467,493,000 


The oil producing countries of the 
world, with their production in 1925, 
are shown in the table on this page. 

But in connection with the above 
figures and with the apparent fact that 
the United States has supplied the 
bulk of the world’s oil requirements, it 
is important to bear in mind that this 
country itself accounts for the bulk of 
the consumption. The rapid develop- 
ment of American oil resources is due 
to the accessibility of the oil fields to 


‘Te ANNALS OF THE AMERICAN ACADEMY __ 


4 


Estmatep PetroLeum 
Propuction, 1925 


‘ Per Cent 
Countries Barrels of Total 
United States..... 764,000,000 71.6 
Dutch East Indies. 21,500,000 2.0 
Venezuela........ 20,200,000 1.9 
Roumania........ 16,625,000 1.6 
9,164,000 9 
Poland (Galicia). . 5,770,000 5 
Argentina........ 5,422,000 5 
Sarawak (British 
Borneo)........ 4,500,000 4 
Japan. wan 2,000,000 
Egypt........... 1,220,000 ) 
Colombia... ..... 1,000,000 4 
445,000 
Germany... ..... 410,000 
160,000 
Czechoslovakia .. . 50,000 
12,000 
Barbadoes. ...... 9,000 
England......... 2,000 
100,000 


*Authority: American Petroleum Institute. 


large consuming markets. This has 
meant cheaper production costs as 
compared to the expense of developing 
fields in more remote countries and has 
tended to retard development in other 
parts of the world. 

With an oil-fueled navy, a sixty-four 
per cent oil-burning merchant marine 
and twenty million motor cars, the 
United States consumes more oil and 
is more dependent upon oil than any 
other country. On a barrel for barrel 
basis it probably consumes an equiva- 
lent to its total production. 

The importance of American partici- 
pation in the development of foreign 
oil fields is apparent not only from this 
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fact but from the fact that in the build- 
ing up of an export trade in kerosene 
and lubricating oil, followed by gasoline 
as demand abroad developed for that 
product, the American industry has a 
large fixed investment in tankers, and 
in terminals, tankage, refineries, dis- 
tributing stations and transportation 
equipment in many foreign countries. 

American companies are active in 
many foreign fields, but British and 
Dutch interests have been no less 
energetic and in some cases more 
notably successful. 

Development of production in for- 
eign countries strategically located as 
to foreign markets obviously affects 
the drain on American oil. For in- 
stance, Russia has large reserves and 
under normal conditions would supply 
petroleum products in considerable 
quantity to European and Near East- 
ern markets, as well as possibly to Far 
Eastern countries, which are now being 
supplied from America and other coun- 
tries less advantageously located. In 
the last year or so Russian oil has been 
entering European markets on a large 
scale. 

The same is true of Persian oil, and 
the effect on American export trade is 
being felt. 

As demand has developed, the 
world’s petroleum requirements in near 
and remote countries have been sup- 
plied from sources that could deliver 
the oil under conditions of competition, 
and with the continued increase in 
demand for petroleum products in all 
countries further stimulus to foreign 
oil development is expected. 

Furthermore, the tendency in all 
countries having any petroleum re- 
sources to have these developed for 
home use and for revenue is bringing 
about by degrees a new alignment of 
oil-producing countries with corre- 
sponding influence on the American 
home and export oil situation. == 
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U.S. Propuction Imports 

The production of petroleum in the 
United States has doubled since the 
close of the World War. Imports, 
largely from Mexico but in increasing 
quantity in 1925 from Venezuela, 
reached their peak in 1922 and have 
since declined, although Venezuela and 
Colombia are expected to make up for 
the diminishing available supply in 
Mexico in the next few years. The 
figures follow: 


U.S. Perrotevum Propucrion AND Imports 
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U.S. Produc- 
Your bien (Reeve) 

378,367,000 54,161,000 
557,531,000 | 135,947,000 
713,940,000 94,534,000 
755,852,000 78,200,000 

* All oil. Authorities: U. S. Bureau of Mines 


and U. S. Bureau of Foreign and Domestic 
Commerce. 


Imports of oil into the United States 
do not indicate with any exactitude 
the barrelage extent of America’s 
dependency upon foreign oil. Most of 
the oil imported is a heavy oil mainly 
suitable for fuel oil and much of it goes 
into marine use. It has to be topped 
or refined, however. 

The United States in the develop- 
ment of its petroleum resources has 
built up a great refining industry. 
Thus crude oil supplies, developed in 
remote countries, must find their way 
to refineries before the products in 
demand are available. 

The fact that this country has the 
facilities for manufacturing the prod- 
ucts in [demand means that it will 
continue}to attract the raw material 
and that its position for supplying the 
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Sie ‘one with the bulk of petroleum 
_ products will remain important until 
__ foreign refining facilities are more ex- 
tensively developed. 
To revert to the question of the 
stoppage of American petroleum ex- 


; a “4 ports as a measure to conserve domestic 


_ oil resources, it appears obvious from 
a consideration of events and condi- 
tions as outlined above that this 
policy would not accomplish the de- 
sired purpose. Such a stoppage would 
+ _ have resulted in the outside world 
ie _ drawing on other sources for its sup- 
_ plies, principally on Mexico and the 
South American countries, and build- 
_ ing up the necessary refining facilities. 
This oil would have been diverted 
away from the United States and the 
cutting off or reduction of imported oil 
into this country would have created a 
deficiency in supply that could only 
have been offset by increased domestic 
production. 


U. S. Leapersuip 1In MANUFACTURED 
Propucts 


Total exports of domestic merchan- 
dise from the United States in 1925, 
according to the U. S. Bureau of 
Foreign and Domestic Commerce, 
were $4,818,271,000, of which petro- 
leum and petroleum products con- 
tributed $445,502,000, ranking among 
the leading exported merchandise. 

Exports of unmanufactured cotton 
totaled $1,059,751,000; other leading 
exports were animals and animal prod- 
ucts, $451,652,000; machinery, $385,- 
377,000; grains and preparations of 
grains, $351,789,000; vehicles, $334,- 
462,000; iron and steel, $223,618,000; 
wood and paper, $197,584,000; and 
chemicals and allied products, $124,- 
455,000. 

Of the total mineral oil exports, 
crude oil in 1925 amounted to $24,275,- 
000 and refined products aggregated in 
value $421,227,000, as follows: 


or Exports or Rertnep Perrotevy 


1925 
$197,797,000 
83,525,000 
Lubricating oils............... 91,060,000 


The value of exports of refined 
petroleum exceeds that of any other 
manufactured product exported from 
the United States. 


Crupe Or Exports N&GuLicIBLe 


Crude oil and each of the refined 
products are subject to distinct factors 
in export, as well as in domestic, trade. 
While the various products come from 
a common source, they are in reality 
almost totally different as regards 
factors of supply and demand, and for 
this reason they will be treated 
separately. 

Exports of crude oil in 1925 totaled 
13,000,000 barrels, a negligible quan- 
tity as compared to this country’s 
total production of 755,852,000 bar- 
rels. The bulk of the outgoing crude 
oil went across the border by pipe line 
to supply Canadian refineries, these 
shipments totaling 8,915,000 barrels. 


GASOLINE IN ForEIGN TRADE 


Gasoline exports in 1925 totaled 
31,665,000 barrels, amounting to only 
12 per cent of the total domestic pro- 
duction and imported gasoline. While 
gasoline exports have increased 135 
per cent since 1918, the proportion of 
exports to the total supply has shown 
no marked increase. The figures 
follow on next page. 

During the World War refining 
facilities in the United States were 
concentrated on turning out gasoline 
and fuel oil to supply the demands of 
the Allied armies, navies and essential 
industries. It is noted that in 19 8 
gasoline exports amounted to 15.9 per 
cent of the total American supply, the 
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American gasoline. 
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ForEIGN TRADE IN PETROLEUM 


Gaso.tne Propuction, Imports AND Exports, 1918-25 * 


ey 


Supply 
(Barrels) | (Barrels) | (Barrels) | (Barrels) ze “a 
85,007,000 | 307,000 | 85,314,000 | 13,545,000] 15.9 
94,235,000 | 203,000 | 94,498,000| 9,098,000} 9.6 = 
116,251,000 | 964,000 | 117,215,000 | 15,637,000 | 13.3. 
ver 122,704,000 900,000 | 123,604,000 | 13,171,000; 10.7) 
147,672,000 | 1,479,000 | 149,151,000 | 14,157,000| 9.5 
179,903,000 | 4,555,000 | 184,458,000 | 20,736,000} 11.2 
213,325,000 | 3,454,000 | 216,779,000 | 28,967,000} 13.4 
259,193,000 | 3,812,000 | 263,005,000 | 31,665,000 | 12.0 


* Authority: U. S. Bureau of Foreign and Domestic Commerce. 


At the close of the war, export trade 
in petroleum products was badly de- 
moralized and a severe readjustment 
to a peace basis was necessary. The 
drop in shipments in 1919 resulted. 
In 1920 the possibility of an oil short- 
age carried prices for crude oil to the 
highest level in recent history, and 
foreign purchasing was resumed on a 
large“ scale, while impetus was fur- 
nished for widespread activity in 
drilling work in America and in many 
foreign countries. 

The jump in the rate of exports in 
1923 and 1924 reflects a condition of 
overproduction in the United States, 
caused by the bringing in of several 
great oil pools in the Mid-Continent 


_ and in California in those years. 


Europe is the largest consumer of 
Of the total ex- 
ports in 1925, 20,570,000 barrels, or 
sixty-five per cent went to European 
countries. 

The United Kingdom and France 
are the largest individual consumers, 
exports to the principal countries in 
1925 being as follows: United King- 
dom, 8,237,000 barrels; France, 6,143,- 
000 barrels; Belgium, 1,160,000 barrels; 
Germany, 1,052,000 barrels; Italy, 
902,000 barrels, and Spain, 674,000 


barrels. Canada accounted for 2,282,- 
000 barrels of the total gasoline exports 
in 1925 and South America for 2,040,- 
000 barrels, 1,012,000 barrels of the 
latter going to Brazil and 720,000 to 
Argentina. Exports to Australia to-- 
taled 1,541,000 barrels and to New 
Zealand 800,000. 
The latest published estimates of 
the total gasoline consumption of 
European countries are as of 1924, 
showing a total of 31,000,000 barrels, 
and in that year American gasoline 
apparently supplied about sixty-six 
per cent of the total. 
While there is no commercial petro- 
leum production in England, an im- 
portant refining industry has been 
established, and increasing supplies 
of gasoline are being refined locally, 
chiefly from Persian crude oil. How- 
ever, in spite of the growing tendency 
to import as much crude oil as possible 
for refining in the country, the demand 
for gasoline has thus far exceeded the 
local output, so that imports continue 
to increase. 
Nevertheless, the effect of the influx 
of Persian crude oil and products on 
the American export trade to the 
United Kingdom and of the same cause 
coupled with Russian gasoline into 
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France, is being felt and is reflected in 

_ the export figures. 

i In 1924 the United States exported 

8,800,000 barrels of gasoline to the 
United Kingdom and in 1925, despite 
the large increase in British consump- 
tion, the total dropped to 8,237,000 
barrels. In France, where consump- 
tion is also increasing, there was no 
gain recorded for exports from the 
United States in 1925 over 1924. 


iy INFLUENCE OF THE AUTOMOBILE 
The most important factor affecting 
consumption of gasoline in European 
countries is the growth of automobile 
use, in part stimulated by the export 
drive: being made by American car 
manufacturers. Total European con- 
sumption of gasoline amounts to a 
little léss than seventeen per cent of the 
consumption in the United States, this 
being eloquent of the predominance of 
motor car use in this country, and of 
the potentialities of foreign automobile 
markets. 

At the end of 1925 there were 19,- 
954,000 motor vehicles registered in the 
United States. Total world registra- 
tion, according to the U. S. Bureau 
of Foreign and Domestic Commerce, 
was 24,565,000 cars, indicating only 
nineteen per cent owned in foreign 
countries. 

The United States has one motor 
vehicle to every 5.7 persons. In con- 
trast the United Kingdom, with 903,- 
000 cars, has one for every forty-nine 
persons. France has one for every 
fifty-four persons. 

The enormous possibilities respect- 
ing increased gasoline demand not only 
in European countries but in Latin- 
American countries, as financial condi- 
tions improve and as projected road 
improvements are made, as a result of 
the expected increase in the use of 
motor cars, are recognized. Whilethe 
growth in demand will probably be 
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gradual, it will cause further impetus in 
the development of foreign oil sources, 
accessible to the growing markets, and 
the building up of local refining indus- 
tries to some extent. 

In other words, American gasoline 
will probably supply a diminishing pro- 
portion of the world’s demand, while 
its actual exports will probably con- 
tinue to increase for some time to 
come, pending the developments pre- 
dicted, probably the most important 
trend in the export trade to-day. 


IMPORTANCE OF KEROSENE EXPORTS 


Exportation of kerosene has been 
an important part of the activity of 
the American petroleum industry since 
the early days. Kerosene exports 
amount to thirty-five per cent of the 
total production. Imports are negli- 
gible. The figures over a period of 
years follow on next page. 

Until the advent of the automobile, 
kerosene was the most important 
product of petroleum. The early 
growth of the industry owed itself to 
the use of kerosene for light and heat, 
and the prolific American supply fur- 
nished these essentials in communities 
and countries hitherto in relative 
darkness. Artificial gas and later 
electricity largely supplanted kerosene, 
but it is still an essential in many parts 
of the world. 

The story of the kerosene lamp and 
China is familiar. China is still the 
largest purchaser of American kerosene. 

Exports of kerosene to China in 1925 
totaled 3,050,000 barrels. Japan pur- 
chased 1,301,000 barrels. Exports to 
the United Kingdom totaled 2,546,000 
barrels. Italy is a large purchaser with 
exports to that country totaling 1,848,- 
000 barrels. 

During the war, production and 
exportation of kerosene were sacrificed 
in favor of gasoline and fuel oil, as 
indicated by the figures for 1918, but 
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Kerosene Propuction AND Exports, 1918-25 * 


‘Year Production Exports Exports 
to Prod. 
43,461,000 11,820,000 27.2 
55,240,000 20,881,000 Sati: 


* Authority: U. S. Bureau of Foreign and Domestic Commerce. 


with petroleum. The tendency toward 
conversion of battleships into oil 
burners noted on the part of the Great 
Powers just preceding the World War 
was done practically overnight, as soon 
as the war got well under way. New 
vessels off the ways became oil burners 
and when the war ended the conversion 
was virtually complete and all the 
navies of the Great Powers are now on 


since the war the export movement 
has been steady and with little impor- 
tant change. 


Fue. Ot vs. 
Exports of gas and fuel oil from the 
United States in 1925 totaled 36,121,- 
000 barrels, amounting to 9.6 per cent 
of the total American production and 
imported supply. The figures for a 
number of years follow: 


Gas Om Propuction, Imports AND Exports, 1918-25 * 
Per Cent 
Year Production Imports and Imports Exports Prod. and 
Imports 
(Barrels) (Barrels) (Barrels) (Barrels) 


174,319,000 x x 29,642,000 
181,602,000 x x 17,273,000 
Sere 210,987,000 x x 22,538,000 
nds 254,910,000 x x 18,479,000 
0 eer 287,480,000 | 12,287,000 | 299,767,000 | 33,372,000 
320,476,000 | 12,927,000 | 333,403,000 | 37,248,000 
=e err 363,787,000 | 12,117,000 | 375,904,000 | 36,121,000 


* Authority: U. S. Bureau of Foreign and Domestic Commerce. 


x Figures not available. 


But of even more significance as 


The growth of the use of fuel oil for 
affecting the petroleum and coal indus- 


industrial and marine purposes is one 


of the most romantic stories connected _ tries, the one favorably and the other 
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unfavorably, was a similar movement 
as regards the merchant shipping of the 
_ world. Thus, before the war—that is, 
in 1914—of the total world gross ton- 


nage amounting to 45,404,000 tons, 


sented oil burners. By 1920 world 
tonnage had increased to 53,905,000 
about seventeen per cent. In 1925 
world tonnage totaled 62,380,000 tons, 
_ aecording to Lloyd’s Register, of which 
41,862,000 tons represented coal burn- 
ers and 20,518,000 tons represented oil 
burners. That is, oil-burning tonnage 
___ is now thirty-three per cent of the total. 
‘The American merchant marine is 
‘sixty-four per cent oil burning, the 
British, twenty-six per cent, the Dutch, 
. thirty-one per cent, the Norwegian, 
thirty per cent, and the Swedish, 
twenty-five per cent. The world’s 
J merchant shipping is, moreover, be- 
- eoming more definitely committed to 
% _ oil than would appear from simply a 
eonversion permitting the burning of 
fuel oil for steam raising purposes as 
against coal, through the increase in 
_ the use of Diesel engine power. 
a World oil-engined ships of 500 gross 


A 


tons and over numbered only sixty, 
--- with a gross tonnage of 194,000 tons, 

_ in 1914, according to the U. S. Bureau 
a Navigation. By 1925 there were 


608 Dieselized ships, with an aggregate 
tonnage of 2,157,000 tons. The de. 
mand created for fuel oil has been 
largely supplied by the Mexican and 
California oil fields. To these prolific 
sources of supply the British coal 
industry, supplying bunker coal re- 
quirements in all parts of the world, 
probably owes its chief sorrow. Ojl 
bunkering stations have been estab- 
lished wherever a vessel puts in. 

In the American bunkering trade, the 
value of fuel oil has mounted from 
$11,676,000 in 1918 to $68,173,000 in 
1925, while coal reaching its peak of 
$82,462,000 in 1920 declined in 1925 to 
$23,398,000. The changed situation 
is shown by the figures below. 

In the direct export trade, as dis- 
tinguished from the bunkering trade, 
the chief demand for American fuel oil 
comes from the nitrate industry in 
Chile and the sugar centrals in Cuba. 
In 1925 5,084,000 barrels were shipped 
to Chile and 3,800,000 to Cuba. 
Some of this was probably bunker oil, 
but the bulk was for the industries 
mentioned. Exports to Canada to- 
taled 4,526,000 barrels and to the 
United Kingdom, 4,405,000 barrels. 


Exports or LusricaTine 


Exports of lubricating oils in 1925 
totaled 9,698,000 barrels, representing 


Om anp Coat LApEN on Vessets EncaAcep Foreicn * 


Year Fuel Oil Coal 
Barrels Value Tons Value 
6,603,043 | $11,676,053 5,532,175 $29,868,023 
14,031,356 29,383,438 7,342,734 48,205,675 
26,334,883 66,679,056 9,362,178 [ 82,461,518 
_ 27,076,138 57,183,282 7,547,518 52,277,668 
the phd $7,581,845 52,204,729 4,547,343 $1,469,788 
43,327,775 57,972,815 $,982,511 22,883,293 
42,826,726 68,173,416 4,344,215 23,397,831 


; 3 * Authority: Bureau of Foreign and Domestic Commerce. _ regan 
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$1.8 per cent of the total American 
production. The figures over a period 
of years appear below. 

The most significant development 
affecting foreign lubricating oil trade 
js the expansion of the use of the 
automobile. 


Tue TANKER IN ForeIGN TRADE 


In the export field the tank ship 
plays a major part. Tanker routes 
connect all markets with supplies, as 

well as all oil fields, no matter how 
remote, with refining facilities. 

According to the U. S. Bureau of 
Navigation (reports covering vessels of 
500 gross tons and over) there were 
$20 steam and gas tank vessels with an 
aggregate tonnage of 1,352,000 tons 


Foreicn TRADE IN PerroLeum 


in service in the world in 1914. In 
1925 the number had increased to 961 
with an aggregate tonnage of 5,157,000 
tons. 

An interesting phase in connection 
with the tanker is that oil has made 
the Panama Canal a paying invest- 
ment and has contributed to the Suez 
Canal’s prosperity in a striking way. 

The development of large production 
in California in 1923 and 1924 resulted 
in a heavy movement of the California 
oil through the Panama Canal destined 
for Gulf and At!antic American ports 
and for foreign points. The opening 
of the Persian oil fields and the increase 
in shipments from Persia in the last 
few years is the factor that has favored 
the Suez. 


Lusricatine Propuction AND Exports, 1918-25 * 


wean aide uction mports to Prod. 
(Barrels) (Barrels) 

Gost Cet 26,128,000 8,370,000 $2.0 


* Authority: U. S. Bureau of Foreign aud Domestic Commerce. 
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HE show business—legitimate, 
vaudeville, carnival, etc.,—has 
always been looked upon by business 
men as a little world of its own, quite 
_ apart from the regular paths of trades. 
_ With the advent of the motion picture, 
_ however, a genuine industry has taken 
- root and form, and it has become one 
of no mean dimensions. 

In structure this industry is like any 
other. It has its manufacturers, job- 
bers and retailers, called, respectively, 
producers, distributors and exhibitors. 
Advertising and selling are important 


functions. Altogether it has all the 


economic law and order of the indus- 
tries of staple products. 

To-day, upwards of 7,000,000 per- 
sons attend daily the motion picture 
theatres of the United States. This 
would indicate an appeal to at least 
fifty per cent of the population. With 
many families the expenditure for 
motion pictures is a considerable, if 
unknown, part of the yearly budget. 
The fact is that the motion picture has 
become quite generally a necessity, 
though paid for somewhat loosely, like 
a luxury. : 

The average price of picture theatre 
admissions is around twenty-eight 
cents. We can figure, then, on a 
daily box-office intake in this country 
of $2,000,000. 

Taking into consideration those 
states and localities where theatres 
are closed on Sundays, we can figure a 
yearly total for the picture theatre box 
office of approximately %650,000,000. 
This is for the United States and Can- 
ada only. The total daily receipts of 
motion picture theatres throughout 
_ the world exceed a billion dollars a 


The Motion Picture Industry 


By A. Jonnston 
Editor, Motion Picture News 


year. The American producer sup- 
plies upwards of eighty-five per cent of 
the pictures shown in the theatres of 
all foreign countries. This is the one 
American manufacturing industry 
which takes precedence to such an 
extent in foreign trade. 

We will treat of the foreign field a 
little later. In the meantime, we can 
but visualize the structure of the in- 
dustry by considering separately its 
three branches—production, distribu- 
tion and exhibition—or manufactur- 
ing, jobbing and retailing. 


Tue Propucer 


The product of the industry may be 
divided into two kinds: long and short 
subjects. 

Long subjects comprise the so-called 
feature photoplays of five reels or more 
in length. Short subjects, limited to 
two reels, consist of comedies, news 
reels, cartoons, travelogues, and novel- 
ties of various kinds. Producers, for 
the most part, specialize in either of 
these two fields of work. 

Each year over 700 feature photo- 
plays are produced, which is close to 
one-third in excess of the market de- 
mand here and abroad. The produc- 
tion cost varies all the way*from five 
thousand to over a million dollars per 
picture. These are the extremes. So- 
called “western” dramas, consisting 
largely of out-door settings, cost gener- 
ally from $10,000 to $60,000. Program 
features in general cost from $60,000 to 
over $200,000. By “program”’ I mean 
the regular, week in and out, feature 
pictures of the theatre program as 
distinguished from “special” pictures. 

The term “special” is a relative one. 
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A producer whose regular output is 
done at an economical figure may 
classify “specials” as a small group of 
pictures costing considerably more and 
noticeable on account of star and story 
values. Another company whose av- 
erage cost is as high as these aforesaid 
“specials” will put in this class—or try 
to—its pictures costing around or above 
a half million dollars. The cost, of 
course, does not determine the “spe- 
cial” value. Expensive hopes to this 
end sometimes fail, and the pic- 
ture finally goes forth as a regular, or 
program release, along with its less pre- 
tentious brethren. 

When “specials,” however, prove 
exceptional, as well as exceptionally 
expensive, they are lifted out of the 
regular channels of distribution. They 
are given New York premiéres, consist- 
ing of long runs at legitimate play- 
houses at two dollar top prices. Then 
they go to the other large cities, and 
after this period, as much as a year, 
they are released to the picture theatres 
starting in with runs of two weeks at 
the large city houses and then through- 
out the lesser cities and towns, achiev- 
ing, in the case of “The Covered 
Wagon,” bookings of over 12,000 
(about the saturation point, since there 
are less than 15,000 picture theatres in 
the country). 

The “road show” idea originated 
with “Quo Vadis,”’ which opened at the 
Astor Theatre in. New York in 1914. 
The more perfect working of the 
scheme, however, came with “The 
Birth of a Nation,” twelve road com- 
panies of which were netting at one 
time as much as $90,000 a week. A 
road company of a picture at that time 
consisted of an advance agent, an 
orchestra, sets, and projection machine 
and operator (sinee the legitimate 
theatres then were not so equipped). 

It is interesting to note that the 


production cost of “The Birth of a 


Nation,” although outra- 
geous at the time, was less than that of 
an ordinary program picture to-day. 
Two photoplays of these earlier days, 
“Stop Thief” and “Officer 666,” made 
from successful plays and with the best 
talent obtainable in the way of cast and 
direction, cost less than the cheapest 
feature made to-day. sh 
Reverting, for a moment, to the _ 
“special” picture, it ismecessary, where 
the production cost is high, to give it _ 
such special handling (asthe road show 
scheme) in order to make it pay. A 
gross of $350,000 for the producer and 
distributor is a high one, especially as __ 
an average for an output of forty to _ 
eighty pictures a year. Only the very 
good box-office pictures will goashigh 
as $500,000. It will therefore be seen 
that when a picture costs over $500,- 
000, and frequently they cost above a 
$1,000,000, said picture must be sold to | 
the public in a way entirely different 
from the run of product; for out of the 
gross rentals must be paid cost of 
production and the very high cost of 
distribution, including advertising 
selling. 
High production cost to-day is af 
serious menace. It is, in fact, the 33 
bugbear of the business. Those large __ 
production and distributing 
which also own and operate theatres 
would be quite happy to have these 
theatres only and let someone else __ 
worry about pictures and production — 
costs. But they have the job todo. 
In the early days of feature production 
there were plenty of free lance, 
independent producers. Now they 
have all but disappeared. The big 
studios of Hollywood—where uc- 
tion is confined outside of three @@four — 
studios in New York—represent in- 
vestments of millions of dollars. The 
plants are huge and comprehensive. 
The payrolls of the largest run around _ 
$100, 000 a week. Big organization 


ae 
4 
ne 
ry 
an 
a 
in 
n- 
1- 
o 
e 


and capital are required to-day to give 
assured quantity and quality in picture 


production. 
_ _ High production cost is due to these 
major factors: 


(1) Non-productive overhead. 

(2) Excessive salaries to featured 
players. 

(3) Expensive sets and locations, 
to achieve sensational ef- 
fects, or realism. 


To the outsider, the heavy costs 
‘seem not only scandalous, but correct- 
ible. To which the insider replies: 
i “try and change them!” 
There are some splendid jobs open 
ats production circles for those who can 
effect sweeping economies. But the 
chances are that the captains of other 
industries would fail miserably if they 
tried to make mills and factories out of 
picture studios. Picture-making is 
wholly creative, the end, without which 
nothing, being the capture of the public 
fancy. To standardize pictures is to 
make them dull and so deplete the 
box-office. It is a well-known fact in 
the show world that nothing costs 
too much if it catches on with the 
public. It is the mediocre, though 
economical, creation that loses money. 
Some companies have been all but 
disrupted over the expense of pictures 
which proved to be great gold mines; 
other concerns, which turn out quantity 
films by approved factory methods, 
have had their very existence saved by 
an occasional picture that lifted its 
head away above the economical 
crowd. 

So production is a side to this weird 
industry which is utterly apart from 
production in other industries. Pro- 
duction is the show business, just like 
making stage plays. But the moment 


the prints of the show are made and the 
films go into the cans, then the business 
enters a regular industrial phase. 


And 


so we proceed to the consideration of 
distribution. 


Tue DistReution 

It is my own opinion that picture 
distribution is to-day sadly uneconomie 
and that the ills of production, such as 
high cost, for instance, are due and 
wholly due to this sore spot. I believe 
that distribution will have a basic 
change, that such a change is already, 
if slowly, under way. And I base this 
belief upon the simple premise that 
distribution to-day is not so geared that 
advertising—a great economic force in 
the industry—can work with it to 
anything like its full power. 

However, that is controversial and a 
big subject in itself. Let us confine 
ourselves to a fact survey. 

In the early days of production when 
theatres were springing up like mush- 
rooms from coast to coast, it speedily 
became apparent that some agency 
must exist to handle, and book and 
route the films. So exchanges, or 


jobbers, established themselves in the _ 


principal cities and served the districts 
about them. At first they were inde- 
pendently owned and operated; later, 
many were purchased by aggregations 
of producers and banded together in 
national distributing systems. These 
were the days of the General, Universal 
and Mutual Film Companies, each 
of which made and distributed to the 
theatres a weekly service of so many 
reels of short subjects. 

When Mr. Zukor and others came 
along, with the more pretentious sub- 
ject of five reels or more—a new type of 
merchandise to be sold in a new way at 
a new price—inroads were again made 
among the independent or territorial 
rights exchanges to secure national dis- 
tributing systems. At first these dis- 
tributing systems were self-owned and 
directed corporations; to-day, for the 
most part, they are owned by and for 
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the producing interests. Unlike job- 
bers in other fields, they handle only 
their own manufactured product. Out 
of twelve national distributors only 
two are neutral as to product; they take 
pictures from independent producers. 
Then there still remain a considerable 
number of state rights exchanges, 
handling the product of the so-called in- 
dependent producers (independent here 
meaning independent so far as distribu- 
tion is concerned). The gréat bulk of 
pictures, however, are produced and 
distributed by the large producer- 
distributor concerns, who have now 
gone a step further and are also owners 
of theatres. 

Distribution has two functions: (1) 
physical distribution, involving ship- 
ping, clerical work, collections, and the 
inspection and renovation of the film; 
and (2) selling and advertising, getting 
the contracts for groups of pictures and 
then play dates for the individual 
picture. 

Distribution cost runs all the way 
from twenty-two per cent to over forty 
per cent of the gross rentals received. 
A distributor contract with an inde- 
pendent producer generally calls for 
thirty-five per cent of the gross. 

In an effort to reduce distribution 
cost the scheme of joint physical 
distribution has often been considered. 
Two years ago Motion Picture News 
offered a prize of $1,000 (increased to 
$2,000 by the Universal Film Corpora- 
tion) for the best new plan of distribu- 
tion. Some seventy plans were sub- 
mitted. A committee from the trade 
made the award to a physical distri- 
bution plan, laying out complete 
specifications and calling for the crea- 
tion of a new concern to be organized, 
owned and operated by the American 
Railway Express Company. The plan 
was never, however, put into operation. 
Physical distribution is, of course, a 
matter of service and those companies 
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who believed themselves to _— in 
this respect naturally were opposed to t 
standardization. 
As for any scheme whatever of joint | 
selling, that has never even been — 
considered. Just recently, however, in 
Western Europe three large American — 
companies have united their selling and — 
distributing offices in an effort to meet — 
an uneconomic situation. So far the — 
scheme seems to be working satisfac-— 
torily; but it remains to be seen, at the — 
end of the year when an accounting — 
will be had, whether each of the three — 
companies will be wholly satisfied with — 
their share of the sales. 
The price at which a picture is — 
sold by the distributor to the exhibitor 
—the rental price—has no uniformity _ 
whatever. There are no fixed prices. _ 
Every picture is as good as a man ~ 
thinks it is; it is worth whatever the — 
distributor can get and the exhibitor is _ 
willing to pay. If two theatres are — . 
competing for it the distributor gets = 
the best of the situation: if the zone is __ 
“closed,” that is, if one exhibitorowns 
all the houses, the distributor must 
either take what the exhibitor is lib- 
eral enough to pay or else stay out. 
Naturally, there is considerable war-__ 
fare, and a very wide range between — 
prices asked and accepted. Over- — 
booking by the exhibitor and other 
faults on each side lead to numerous _ 
troubles which would pack the local _ 
courts with litigation were it notforthe 
fact that, through the Hays Association 
(Will H. Hays heads a group compris- = 
ing practically all the producers and 
distributors) and the various exhibitor "ye 
organizations, the principle of arbitra- _ 
tion is applied everywhere through © 
joint boards. Several thousand cases — 
each year are thus disposed of. Very 
few cases fail of settlement. Thebasis — 
is a uniform contract, which, whilenot _ 
admittedly perfect as yet, seems fairly 
satisfactory to each branch of the trade. 
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In speaking, just above, of rental 
prices, I have alluded to what the trade 
calls “flat rentals,” as distinguished 
from “percentage playing,” the other 
way of gauging what the exhibitor 
should pay and the distributor receive. 
“Flat rentals” are necessarily arrived 
at by barter. With “percentage play- 
ing,”’ the value of the picture is fixed by 
its actual performance at the theatre 
box-office. It is a matter, then, of 
determining what share each party 
should have, after taking into consid- 
eration the important factor of ade- 
quate advertising, so that the picture 
may be said to have earned all it 
should. 

As early as eight years ago in 
Motion Picture News the writer advo- 
cated “percentage playing” as the one 
fair and economic method. This met 
with a storm of protest from exhibitors; 
they were disinclined—this was the 
major objection—to show their books 
to the producer-distributor who was 
then buying uptheatres. “Percentage 
playing,” however, has steadily grown 
in favor. I was just recently informed 
by the general manager of one of the 
largest companies that out of his 1200 
leading accounts, over sixty-five per 
cent were on a percentage basis. 
These 1200 accounts, embracing the 
larger theatres of the country, yield 
about seventy per cent of the gross 
intake on the average picture. 

Since 1200 bookings, out of, say, a 
possible six thousand, yield seventy 
per cent of the producer-distributor’s 
income from a picture, it is obvious 
enough that there is a wide variance in 
the rental prices paid by the different 
classes of theatres. In round figures 
we can say that the range is from five 
dollars to several thousands for a 
feature picture. 

Here are some figures from a promi- 
nent producer-distributor: the life of a 
picture is reckoned at two years; after 


that the value of the negative (the 
master picture from which the prints 
are made) is written off. During the 
first three and a half months afte 
the picture’s release (to the first ryp 
theatres) fifty per cent of its total 
earnings are received; in the next eight 
and a half months of the first year, 
thirty-five per cent; the balance of 
fifteen per cent comes in, in the second 
year, from the small and mostly rural 
theatres of the country. : 

Which brings us to a consideration 
of the theatres and the exhibitor. 

First, however, a few more facts 
about distribution. 

The national distributor has his 
home offices in New York, and branches 
or exchanges in from twenty-two to 
thirty-five of the largest cities. From 
fifty to 250 prints are made from the 
average feature negative (another neg- 
ative is made for foreign distribution). 
The number of film salesmen employed 
varies from 100 to 200 per company. 
There are also district managers and 
exchange managers and a considerable 
aggregate force of bookers, clerks and 
employes devoting themselves to ship- 
ping, film inspection, etc. 


EXHIBITION 


In the beginning of the industry the 
producer dominated; then the distribu- 
tor; to-day it would seem we are to 
have an era of theatre importance. 
And we may expect some large eco- 
nomic changes as a result. 

The investment in picture theatres 
in this country is roughly reckoned as 
well over a billion dollars. And this 
large investment is being rapidly 
increased, more rapidly now than 
ever, by close to $200,000,000 a year. 
The public demands new styles in the- 
atres as well as novelty in pictures. 
The attraction, in fact, of the theatre 
itself, is a large part of the show appeal. 
Consequently, it will be seen that the 
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life of a pistuwe theatre in centers of 
population i isnotalongone. A liberal 
amortization should be made for this 
reason, Which means that a picture 
theatre must pay liberal profits. It 
will also be seen that over-seating 
must, at times at least, exist, just as we 
have also over-production of pictures. 

But while the number and quality 
of theatre seats is fast increasing, the 
total number of theatres is decreasing. 
The smaller house is steadily giving 
way to the larger and more attractive 
theatre wherever population—and in 
the country, good roads—justify the 
change. 

The theatre branch of the industry 
is now in a third era of development. 

In the beginning, when pictures were 
being made, and the public flocked to 
see the amazing sight of photography 
in motion, there was no time to build, 
scarcely time to equip, theatres. Va- 
cant stores were utilized, and, pro- 
vided a projection machine and screen 
could be had, chairs were moved in and 
a “grind” show began. This may be 
styled the “store show” era. There 
were some 22,000 of these places, 
starting in 1906 and reaching their 
maximum in about 1914. Exhibitors 
were, quite largely, of the fly-by-night 
order, moving here and there, buying, 
renovating and selling out. 

In 1914, with the advent of the 
feature photodrama, large downtown 
picture theatres, in direct competition 
with the legitimate and vaudeville 
theatres, began building in all the large 
cities. Although never reaching a 
total number of more than 250, they 
became of such importance to the 
producers and distributors as to con- 
stitute a dominant industrial force. 
Not only were they able, because of 
their large seating capacities, to pay 
high rentals, but, since they gave 
pictures a week’s run and therefore 
needed only fifty-two a year, they, , 


presumably, picked ‘the This 
selection had a decided effect upon ' 
exhibitors in the surrounding territory. 
Also, the newspaper advertising on 
each picture acquainted the public 
with it throughout the city and neigh- 
boring towns. So, very quickly, these 
large city, first-run, theatres acquired 
the name of “key theatres.” They 
unlocked bookings with other and lesser 
theatres and they stimulated public 
patronage in their respective districts. 
This, however, is somewhat theoreti- 
cal. Because of the generally competi- — 
tive effort to get pictures into these — 
“key theatres,” they often got them at | 
very low rentals. And soon the pro- 
ducer-distributor began to covet and = 
acquire them; and their owners also 
got into the producer-distributing busi- 
ness; and all in all, these theatres were _ 
in danger of being used as “show win- 
dows” for product. ae. 
Their stage, however, is pretty well 
past. Theinvestmentintheatresistoo 
heavy and their potentialities in profits 
too great to let them serve as cat’s- __ 
paws. Also, there is the very impor- 
tant matter of the anti-trust laws to 
consider. At any rate, however, the _ 
still more powerful working of eco- | 
nomic laws—of trade supply and public _ 
demand—is gradually putting these 
important downtown theatres in the __ 
shadow of the new, costly and attrac- 
tive theatres that are now springing up __ i 
in the city neighborhoods. Which is 
the third era of theatre building, to 
which I have referred. ae 
Adequate parking spaceforthemuch 
used automobile has had a great deal Ey 3 
to do with the inauguration of the | 
new and finer neighborhood house; also 
transit facilities in general; also the _ 
fact that movie patronage is of the drop 
in and familyorder. Peopleingeneral, 
but especially the older members ofthe __ 
family, do not like crowds and travel __ 
congestion; they to go on 
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The fact that the picture is a trifle later 
in release makes no difference. So 
cities like Kansas City with seventy 
houses and Detroit with one hundred 
and twenty—and so on with any city— 
will find this number gradually dimin- 
ished and replaced by much fewer, 
larger and finer theatres, finer in fact, 
in every way, than most of the present 
day downtown theatres. 

This same change in the smaller 
cities and in the country districts is 
even more marked. There, good roads 
is the factor. As one country editor 
put it: “Every mile of new macadam 
spells the doom of the small town 


theatre.” Take any country or rural 
section. There is always one larger 


town surrounded by smaller ones. 
These latter towns used to support one, 
often more, theatres. To-day, if there 
are good roads to the larger town, and 
if it has a modern theatre of ample size, 
superior in pictures, presentation and 
comfort in general, this town will draw 


a _ the patronage. With a thousand or 


more such theatres, averaging a thou- 
sand seats, and suitably distributed, 


you could to-day, with a sufficiently 


long run, show a picture to nearly all 


P. the theatre-going population of the 
eountry. 


The change to the larger theatre is 
steadily going on. To-day, however, 
the great preponderance of all the 
There are 


aes: about 800 that have fifteen hundred 


seats or over. Less than twice this 
number will comprise the larger houses 
which to-day pay three-quarters of the 
picture’s rental earnings. 

Motion Picture News has just com- 
pleted a painstaking canvass of the 
picture theatres of the United States. 


I give here some brief facts. 


lished. This number is about equally 


A total of 14,673 theatres is estab- 


_ divided above and below towns of 


Five thousand five hundred and 
eighty-one towns under 2500 popula. 
tion have 5812 theatres, an average 
close to one theatre per town. Only 
a few years ago there were at least two 
competing theatres in many of these 
towns. Towns from 2500 to 5000 
population average one and one-third 
theatres per town; from 5000 to 10,000 
population the average is one and three. 
fourths; from 10,000 to 15,000 popula- 
tion less than three houses per city; 
from 15,000 to 25,000 population not 
quite three and one-half. This repre- 
sents a heavy decline in the number of 
theatres in communities from 25,000 
population down. 

Twenty-two per cent of all the thea- 
tres are in the cities of 100,000 popula- 
tion and over. 

Of the states, New York with 1208 
theatres, Illinois with 1018, Pennsyl- 
vania with 932, and Ohio with 816 lead 
all the rest by alarge margin. In these 
four states, in fact, are over thirty-six 
per cent of all the picture theatres of 
the country. Nevada has but twenty- 
three theatres, Delaware forty, Ari- 
zona fifty-nine, New Mexico forty-six, 
Wyoming fifty-two. The lowest pro- 
portion of theatres to population exists 
in the southern states, due, of course, 
to the negro population. 

Within the past few years theatres 
have been chaining up, and the process 
is still going on and now involves large 
sections of the country. Local chains 
of two or more houses are common. 
Again, they cover a state or part of 
a state; entire sections, such as the 
South and New England, are involved. 
Some of the leading producer-distribu- 
tors are openly after national circuits. 

The canvass made by Motion 
Picture News indicated that there 
were some 5500 theatres owned by 
1018 circuits, large and small, which 
owned from two to several hundred 
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I have come to the limit of my 
article without space for the foreign 
situation with respect to American 
pictures. This is a large subject in 
itself, and now one of pressing impor- 
tance, having the grave consideration 
of the governments of the world. The 
motion picture is not merely a commod- 
ity of world trade, but it is a great 
propagandist, materially affecting the 
trade in other merchandise and shaping 
the world progress in all the ways of 
civilization. 

There must be reciprocity. That 
is evident. To-day this country has 
the best of the situation by, in fact, 
upwards of eighty-five per cent. Our 
producers need the foreign market. 
The income from abroad has grown 
from about twelve per cent to over 
thirty-five per cent. On the other hand, 
foreign producers cannot equal Ameri- 
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can production enterprise without our a oa 
theatre market, which has half the __ 
theatres of the world. Foreign pic- 

tures have not been successful here; 


American pictures succeed abroad. — 
This situation has led the foreign trade _ 
to charge us with a deliberate boycott; _ 


the lay press has conducted an agitation 
against American pictures with in- 
creasing vehemence. This is all un- 
called for and ill-advised. This past _— 
summer a German picture hasenjoyed 
a most successful run at a New York _ 


City theatre. Out of this single thea- 
tre, not a large one, the producer- | 
distributor will take for his share more — 
than an American picture will earn in — 
all of Germany with its 4000 theatres. _ 
Which would indicate clearly enough 
that the right kind of picture, madeand _ 
sold with an intimate knowledge of | 


American taste and American trade 


channels and methods, will enjoy here 
all the success any deserves. 
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an NTERNATIONAL trade in coal 


is governed primarily by existing 
and changing political boundaries as 
between nations and their relation to 
permanent geological conditions—the 
location of coal measures and character 
of the coals contained. 

To properly visualize the world’s 
coal trade, we must consider not only 
countries but also areas, as well as the 
various factors and conditions entering 
into the use of coal and its indirect 
movement after use, in the shape of 
manufactured products. The great 
industrial areas of the world have all 
been built largely upon the nearness 
and availability of coal supplies, and 


by far the greater part of tie world’s 


export coals comes from the great 
industrial nations, from the centres of 
manufacture, where raw materials 
are turned into manufactured goods 
into which coal enters as a basic raw 
material. We have, therefore, an 
export movement of coal, not only as 
coal, the raw material, but also as 
a component part of the manufactured 
goods exported. 

Coal in the ground presents certain 


s possibilities; capital, labor and trans- 


portation make it commercially effec- 
tive and valuable. 

International trade in coal begins 
at the mouth of the mine; it may even 
be said to begin with the original 


_ formation of the coal, as the use of any 
coal in internationalJtrade depends 
upon the geographic location of the 
- coal deposits and the quality of the 


coal. Nor is the international coal 


_ trade directly concerned with returns 
_ to capital and labor and their relative 


value; it pays the market price, regard- 


Trade in Coal 


By F. R. 
Editor, Coal 


were allowed at that time. 


on 


less of the capital invested or the wages 
of the miner or the system of mi 

it is not concerned with legislation or 
politics. 

The market price at the port of 
shipment is usually the starting point 
of the export coal trade. Four main 
elements enter into this price:—the 
total cost of production and selling, the 
quality of the coal, the cost of trans- 
portation and the return to capital 
invested. Of these four elements, 
only the transportation cost is fixed; 
the others may and do vary, even on 
similar grades of coal. 


Earty History or THE Export Coat 
TRADE 


Great Britain and Coal Exports 


The beginnings of foreign trade in 
coal, as far as we have record, go back 
to A. D. 1325; Galloway! mentions 
a reference by Brand to an export of 
coal in that year, when a ship of 
Pontoise, in France, brought a cargo 
of corn to Newcastle-on-Tyne and 
returned freighted with “‘Charboun de 
Meer,” or “‘sea coal.” 

In 1362, the export of “‘sea coal” 
from England was prohibited, but in 
1367 an exception was made in favor 
of Calais, the only port on the Conti- 
nent to which shipments of “sea coal” 
By the 
middle of the 16th century, the British 
coal export trade had attained some 
importance, so much so that the ques- 
tion of prohibiting coal exports was 
considered by Parliament in 1549 
and again in 1552, when, it is men- 
tioned, coal could be purchased at 
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2/2 per chaldron (2000 lb. about) at 
Newcastle and was sold in France at 
£4, 6/8. In 1609, about 14,000 tons 
were exported from the Tyne and the 
Wear. Probably the first foreign ship- 
ments from the Bristol channel ports 
were made about 1617, which may have 
been the forerunner of the vast export 
trade of to-day from those ports. In 
1794, 150,000 tons were shipped abroad 
from Workington, and in 1799, 33,228 
tons from Swansea. 

The first million tons of annual 
exports was reached prior to 1841, 
in which year the total was 1,848,294 
tons. From that year on there was a 
steady increase, at varying rates; in 
1873, a total of 16,076,688 had been 
reached, and in 1913, the maximum 
annual exports amounted to 76,688,446 
long tons (exclusive of foreign bunkers), 
an amount not reached in any year 
since. 

The following table, taken from the 
recently issued report of the Royal 
Commission on the Coal Industry, 
Vol. I, gives comparative figures of the 
British and United States coal export 


the total export of all coal from Great ‘ 
Britain and the United States was 3! 
follows, in long tons: 


Great Britain|United States 


ate 722,569 

18,609,407 | 5,170,496 


ad 


U. S. Export Coal Trade 


Although coal was exported from the ae 


United States as far back as 1790 or | 
1791, 3788 bushels (about 135 tons) — 
having been shipped to foreign coun- 
tries during the financial year ended — 
September 30, 1791, our real export — 
trade did not begin until about 1848. 

The table on following page sets forth 
the earliest export trade results. p 

From 1791 to 1803, about 8900 _ 
bushels were exported yearly and it is — 
interesting to note that during this 
period the territories receiving our 


trade: exports did not figure very largely i in ) es 
United States of America United Kingdom 
Quantity Quantity 
Production | of Coal Production | of Coal 
of Bitumin-| Exported ave of Bitumin-| Exported 
ous Coal and| (including | ,, . jous Coaland} (including 
ar Bos Anthracite | Foreign Production | ‘4 nthracite Foreign Production 
fen Bunkers) Bunkers) 

Annual Average Millions of Tons Per Cent Millions of Tons Per Cen 
263.51 7 2.9 224 .35 59 .24 26.4 
1900-1918......... 457 .72 25.13 5.5 269 .59 88 .37 32.8 
Year 

yp ae 508 .89 $1.31 6.2 287 .43 98 .34 34.2 

Oe ee 425 .85 18.33 4.3 249.61 87 .34 35.0 

587.41 30.09 5.1 276 .00 102.82 37.3 

510.37 23 .82 4.7 267 .12 81.75 30.6 

522.40 24.19 4.6 244.42 68 .97 28.2 
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Untrep States Exports or 
Financial Years—October 1 to September 30 


nonbled: 


(Bushels) 
1791 1792 1793 1794 1795 

Dutch West Indies.................... 144 324 55 612 360 
ee 570 2,027 800 1,718 
British East Indies.................... se 720 —— 125 262 
French West Indies................... 1,526 5,720 8,000 
East Indies, Generally................. 828 4,232 7,920 Sead “oa 
Cape of Good Hope................... 3,744 iW 
West Indies, Generally................ deat 720 
14144 

3,788 13,023 14,719 2,257 * 3,749 

* 140 bushels should be added to this, destination not given. 

Total Exports (Bushels) 

Exports by States (Bushels), 1791 


our future trade, with the exception 
of the Danish West Indies, to which 
we first exported coal in 1795. How- 
ever, there was also a shipment to the 
West Indies in 1794 and this was 


Bhi evidently the beginning of our export 


_ trade to Cuba. 

_ For several years after 1803, there 
were no records of coal exports, and 
it was not until 1848 that the trade 
_ really started. Exports to the so- 
called British-American colonies ap- 
peared during that year when 6335 
tons were shipped to them out of the 
total of 9309. Canada, as such, did 
not receive any of our exports until 
_. 1849, when $268 tons, out of a total of 
_ 9661, were consigned to that country. 
_ During the same year, we sent to the 
British-American colonies 203 tons. 


rr _ This was the beginning of our export 
trade to Canada, which was to receive 


in the future a large part of our total 


Since 1848 our coal exports have 
gradually increased, the peak being 
reached in 1920, when there were 
shipped out of the United States 84,- 
390,254 long tons of bituminous coal 
and 4,823,776 tons of anthracite. 

The greatest demand from foreign 
countries for our coal came in 1920, 
due to conditions brought about by 
the war; in 1921, our overseas export 
trade was aided by the British miners’ 
strike, but fell off greatly in the last 
four months of that year. 

Except for a slight increase in 
January and February, 1922, coal 
exports in that year decreased until 
September, gradually increasing to the 
peak of June, 1923, when for that 
month a total of 2,837,000 tons of coal 
were exported, of which 595,700 tons 
went overseas. The heavy movement 
overseas in 1923 was largely due to the 
French occupation of the Ruhr district 
in January of that year, and the con- 
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of of coal 
and coke from that district. During 
the balance of 1928, coal exports fell 
off—December overseas tonnage was 
227,500—with a total overseas exports 
for the year of 4,064,500 tons. 

In 1924, no especial features were 
developed in the overseas trade, which 
showed a progressive decline during 
the year to 207,900 tons of bituminous 
coal in November, but a decided in- 
crease in December, and a total for the 
year of 3,875,800 tons. Of this 
amount, 1,117,461 tons went to South 
American and 1,362,747 to European 
countries; our total export of bitumi- 
nous coal to ail countries was but 3.15 
per cent of the total production, or, for 
all coal exports, including foreign 
bunkers, 4.7 per cent, as against 30.6 
per cent of total production exported 
from Great Britain on the same basis. 

In 1925, there were again no especial 
features in our overseas coal export 
trade, which decreased slightly from 
that of 1924, or from 3,875,800 tons to 
$,605,670 tons; of the latter total, 
819,125 tons went to South America 
and 1,036,274 tons to Europe. The 
total exports of bituminous coal to all 
countries was 2.98 per cent of total 
production, or, including foreign bunk- 
ers, anthracite and coke, 4.6 per cent, 
as against 28.2 per cent of total produc- 
tion exported from Great Britain. 

In 1926, the first four months showed 
an increase in overseas bituminous coal 
shipments over both 1924 and 1925, 
as follows: 


(First Four 
Months) 
1,300,719 


Bituminous overseas exports for 
April (407,450 tons) were greater than 
for any month since July, 1923 (with 
one exception, July, 1924). The far- 
reaching effects of the British strike, 


still on at date of this _—e- une 
15), will undoubtedly bring about a 
considerable increase in our overseas — 
exports, but no accurate figures, later 
than those of April, are available. 

The data contained in the following — 
tables give an accurate and clear pic- 
ture of our export coal trade, its —_ 
and fluctuations. 

It is a well-known fact that both 
United States coal and coke exporters 
have been severely criticized in foreign - 
countries for the poor quality of some 
of the shipments, as not being up to 
either description or specifications; the 
business methods of some of the United _ 
States exporting companies have also — 
been the subject of adverse comment. — 
Some, at least, of this criticism was — 
warranted and was generally caused — 
by irresponsible, ignorant and un-— 
scrupulous persons, who only went into 5. 
the coal export trade at its height and — 
had no regard for trade ethics or com- | 
mon honesty. 


PROBLEMS AND EssENTIALS OF Export 
Coat TRADE 


Without discussing the question of | 
the advisability of our exporting coal 
at all, if we decide, as a nation, to | 
permit and encourage an export coal 
trade, those who expect to engage in it 
must be prepared to consider it as a 
part of their regular business and be a 
willing to follow it up through good 
and bad years; not giving up foreign 
markets when domestic markets are 


2. 


good, and only exporting when there 


are not sufficient demands at home. 


There are certain essentials that 


should be included in any plans for 


developing export trade asa permanent 


business, if they are to be successful. 
These are: 

(1) A sufficient available tonnage of the 
¢oals needed, as follows: 
eee (a) Low volatile steam coal. = 
(b) By-product coal. 
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1,406,270 


(Long Tons) 


Sarpments or ANTHRACITE, Brrumrvous CoaL AND Comm 
By Months, 1920-1926 (First Four Months) 


Anthracite 


Bituminous 


791,258 
627,536 
860,905 
1,591,943 
1,684,368 
1,938,486 
1,872,080 
2,241,555 
3,256,501 
2,585,337 
20,107,763 
1,350,457 


1,070,929 
629,810 
560,283 
748,440 

1,376,128 

1,902,016 

1,341,016 


>- ; 
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25,608 15,010 
89,654 30,522 
1921 
1,178 261,589 11,982 7 
1923 
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Overseas SHIPMENTS OF ANTHRACITE, Brruminous anp Coxe—Continued 


Anthracite Bituminous 

6,040 300,355 15,330 
4,393 $18,822 15,984 
3,744 285,114 7,787 
5,063 396,428 15,772 
7,345 $12,417 7,420 
13,980 $17,325 8,474 
6,575 418,500 8,545 
6,743 335,671 7,355 
5,394 281,896 6,898 
6,526 216,489 8,212 
9,018 203,209 3,928 
6,270 358,883 4,524 
4,099 268,714 1,736 
10,982 233,302 357 
734 $23,109 4,591 
3,788 $01,125 9,524 
5,337 $55,134 4,335 
9,838 370,067 2,538 
19,767 338,343 5,318 


(d) Locomotive coal. 
(2) The preparation of coal for mails 
trade equal to or better than that 
given coal for home use. 
(8) The scientific and accurate classifica- 
tion of export coals, by analysis 
heer and physical characteristics, with 
-. the acquiring of accurate data 
vegarding their quality, uses to 
which best adapted and best 
methods of use. 
(4) A well-organized export department, 
to include a direct representative 
abroad, under entire control and 
not handling any other coals, unless 
with permission; also a first-class 
gteamshipman. The foreign repre- 
sentative should have a thorough 


knowledge of not only United 
States coals and competitors, but 
also of the foreign coals, their 


prices and agencies, the various | 


markets, harbors and coal-handling 
facilities, ocean freights, etc. 


(5) Banking and credit connections in 


foreign countries, branches of 
United States banks preferred. 


(6) The use of all United States Govern- 


ment facilities and agents. 


(7) It would be highly advisable, in fact 


necessary, if it is desired to stay in 
the export trade permanently, to 
carry at certain selected ports a 
stock of the coals handled. Failure 
to do this has been the cause of the 
loss of much trade to our foreign 


(9) 


— 
— 


eve 


(8) 
= 
August 
October. .. 
1985 
September . 1,897 282,716 3,641 
113 259,186 1,630 
3986 12 
February - . 96 $27,572 2,334 
Merch 56 402,853 4,527 
A 5,123 407,450 1,521 
| : 
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(8) Close touch must be maintained with 
prices, costs, steamship rates and 
conditions. 

(9) There must be ability and willingness 
to: give foreign users the kind of 
, a coal they want, not the kind the 

exporter thinks they ought to have 
or that he would like to sell them. 


(10) In addition to the coals mined or con- 
trolled, it has generally been 
thought best, if coals produced are 


or if certain classes of coal not pro- 
duced are needed, to make contracts 
for selling coal from other mines; 
this instead of buying certain 
amounts of other coals as needed 
at various times, and in order that 
the term “exclusive agents” can 

: be used in advertising and corre- 


spondence. 


(11) It will be advisable to do a certain 


amount of advertising in foreign 


trade papers; a description of coals, 
selling methods, service, etc., printed 


is recommended. 
(12) As it is expensive to have a personal 
‘representative in every market, 
the selection of agents with good 
connections and good financial 
business standing must be given 
careful consideration. Many prom- 
ising export coal possibilities have 
been ruined in the past by the 
selection of incompetent or dis- 
honest agents. Foreign represent- 
atives should gather, as soon as 
possible, data in the greatest pos- 
sible detail, regarding consumers, 
their plants, methods of use, finan- 
cial standing, and the amount and 
kind of coal consumed, etc. In 
this collection of data should be 
included all available information 
regarding foreign coals, new meth- 
ods and conditions of use, discover- 
ies of new coal fields in foreign 
countries, new harbors, docks and 
handling appliances, transportation 

rates, etc. 

These data should be gathered 
currently, kept up to date, and 
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not sufficient in amount of output, 


in French, Spanish and Italian 
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_- systematized. Lack of sufficient 
information regarding such matters 


“Aide has been, in many cases, the cause 
of our coal agencies failing to secure 
Se contracts in foreign countries, or 


eat? of losing money on those they did 
geeure. 

(18) The foreign buyer must be made to 
understand that the exporter is in 


the export business to stay, through 
good times and bad, no matter 
what the condition of the domestic 


coal market may be. 
(14) There should be close co-operation 
with the tidewater coal carriers. 
(15) The more extended use of the U. S. 
Department of Commerce service 


ee and facilities for assisting foreign 
trade. 


(16) The adoption of some plan for putting 
our export coal trade on a more 
honorable and stable basis with the 


elimination of the irresponsible and 
erooked exporter, whose existence 
and methods have done so much to 


diseredit the trade. 


There is another important matter 
to which our exporters have not as a 
rule given attention—the fact that the 
majority of ports of discharge in foreign 
countries are not equipped to accommo- 
date and discharge the five to ten thou- 
sand cargo ships that we usually load. 
There is apparently a promising market 
for our coal at the smaller ports, which 
can only take up to 3000 ton cargo 
ships, and it is suggested that our 
exporters would find it worth while 
to investigate this field, the possibilities 
of which are fully realized and taken 
advantage of by the British coal ex- 
porter. 


Foreign Markets ror U. S. Coats 

At present, the foreign markets for 
United States coals are limited. The 
most promising markets are, of course, 
South America and the Mediterranean 
countries, but there are a number of 
other possible (at times) markets that 
should not be overlooked, viz.: 


toilto 


| | 
| 


4 Portugal 
French West Africa 
_ Atlantic Island Coaling Stations 
Germany we 
‘Holland 


The markets of Canada, the West 
_ Indies, Mexico and Central America 
are not subject to the competition of 
foreign coals, or at least only to a very 
limited extent. 
We should clearly understand the 
_ difficulties to be overcome in establish- 
ing permanent markets for American 
- coal in European countries. The bal- 
ance of ocean freights and movement 
is against the United States. Our 
imports consist largely of manufactured 
goods from Europe; our exports are 
largely of raw materials in bulk, such 
as grain, cotton, iron and steel, etc., 
_ while Great Britain imports the latter 
_ elass of commodities and uses coal 
for the outward voyage. 
: As regards South American markets, 
with those of Europe, the 
situation differs to some extent, and 
_ the export and import situation is 
_ more favorable to the United States. 
eM On the face of it, we should be able, 
_ therefore, to compete successfully for 
the South American trade. The mar- 
_ket for coal in South America, however, 
has grown smaller since before the war, 
partly owing to the more extended use 
of oil fuel on both the east and west 
coasts and partly to the installation of 
hydro-lectric power, especially in 
_ Braziland Chile. Any great industrial 
development in South American coun- 
tries can hardly be expected for some 
years at least, for three reasons: 
(1) the climate, (2) the small population 
per square mile, and (3) lack of trans- 
portation. 

While our coal production costs are 
lower and the output per man much 
greater than in Great Britain and in 
other coal exporting countries, our 


2 


& 
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export coal trade is handicapped by the 
greater distance of our mines from 
tidewater. 


Ratt TRANSPORTATION CHARGES oy 
. Export Coa 


In the United States coal export 
trade, owing to the geographical loca. 
tion of our mines, the cost of transpor- 
tation is a most important factor. For 
example, of to-day’s f.o.b. price ($4.75 
per gross ton) of coals from the Poca- 
hontas in New River (W. Va.) fields 
(the source of the greatest tonnage of 
export coals), the cost of transportation 
(railroad freight rate) from the mines 
to tidewater is 53 per cent ($2.52), 
This leaves but $2.23 to cover total 
production and sales cost and profit. 

And just here lies one great obstacle 
which our export coal trade has to 
overcome in competing for interna- 
tional trade, as our strongest competi- 
tor, Great Britain, with mines located 
at or near tidewater, has much smaller 
coal transportation costs on export 
coal, sufficiently so to more than make 
up for her higher production costs and 
slower ship-loading methods. 

Take, for instance, the average price 
of Welsh steam export coal at Cardiff, 
20/ ($4.90), with which coal our 
Pocahontas and New River coals must 
compete in the export trade; the aver- 
age freight rate from mines to tide- 
water was 1/6 ($0.30) or 0.6 per cent 
of the f.o.b. price; the average haul for 
Welsh coal being twenty miles. Al- 
though not applying to export coal, 
it is of interest to note that the average 
rail freight rate on all British coal last 
year was 3/7 or about $0.86. 

It would seem, therefore, that, not- 
withstanding our lower production 
costs, our export trade efforts are 
handicapped, to an appreciable extent, 
by comparatively high rail transporta- 
tion costs. Whether the latter are 
justified by the long haul from mines 
to tidewater (350 to 420 miles) is a 
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, that must be nine by the 
railroads and the rate-making authori- 
ties. But it is reasonably certain that 
a reduction of even fifty cents per ton 
in the existing rail freight rates on ex- 

rt coal from the mines to tidewater, 
would add considerably to the volume 
of our overseas export coal trade. 

Further, only our best Eastern coals 
are suitable for the export trade, as they 
must compete with the best British 
steam, gas and coking coals, whether 
used for steam-making, for gas-making, 
for metallurgical purposes, or as loco- 
motive fuel. 


SreaMsHip BUNKERING TRADE 


The bunkering of foreign steamships 
is an important market, not so much 
now as it was previous to 1914, when 
it was estimated that about 80,000,000 
tons of coal were consumed in the 
world’s bunker trade. The increased 
use of fuel oil has made heavy inroads 
into the coaling of ships, although 
there is to-day a strong tendency 
toward a return to the use of coal on 
cargo ships, partly because of a change 
in relative prices, as between coal and 
oil, partly because supplies of coal 
have a wider distribution among the 
world’s ports, and to some extent on 
account of displacement matters. 
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While we have carried to a much 
more extended use the mixing of coals 
for use in making coke than has been 
the case in other countries, we have not 
adopted the British method of mixing 
coals at tidewater for special uses. 
It is the so-called mixed cargo that is 
one of the best paying of the British 
export coal trade practices. This is 
particularly the case at the less im- 
portant receiving ports, where one 


cargo will supply several small con- 
sumers, each with a grade or quality 
to suit his particular needs. 


After all, however, it seems cere 
able to expect that, if our exporters 
really want the business and pursue it, 
according to accepted methods in the 
world’s coal export trade, with properly 
prepared coals, and with due regard to 
foreign customs, methods and use, 
they may expect to secure a reasonable 
share of the trade, if their efforts 
continued on a permanent basis. 

But foreign competition has to be 
met, a competition which has almost 
negligible rail freight rates on its coal, 
its own ships and the certainty, 
ally, of return cargoes (the last name iy 
is another of our handicaps and a : 
difficult one to overcome); long contin-— 
ued business relations and familiarity 
with foreign coals and their use; = 
banking connections entirely familiar _ 
with export trade conditions and prac- __ 
tices. Yet, in spite of every disad- 
vantage, we have had and still have 
a worthwhile share of foreign coal — “ 
trade, susceptible of increase at a profit, 
if pursued in the right way, and de-— 
sirable from other standpoints. 2 

To-day’s conditions and the 


é 


outlook, as far as we can see it, point 
to this as the time to make combined, 
energetic, intelligent and effective ef- 
forts to increase our overseas coal 


export trade. 


The situation in the British coal 


‘fields, the strong probability of im- 


proved industrial conditions in Western 
European and Latin-American coun- 
tries; these conditions, reinforced by 
consolidations of properties and sales ¢ 
agencies, centralized and more in- oh 
tensive management with greater use 
of machinery in this country—together 
with the comparatively low labor costs 

in our non-union fields (from which > 
comes most of our export coal)—all | 
make this appear to be a ae 
time for some consolidated effort 
obtain a larger share of profitable — 
foreign overseas coal business. 
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REVIEW of recent discussion of 
our merchant marine situation 
shows four points on which there seems 
to be general need for better under- 
standing. Snap judgments on one or 
another of these points often serve as 
the basis for disposing of the whole 
merchant marine question without 
any comprehensive consideration of 
the subject as a whole. These four 
points are: 
Why do we need American shipping 
in our foreign trade? 
What should be done with the Sea- 
men’s Act and the Navigation 
Laws? 
How is direct government aid to 
shipping justified? 
Should the Shipping Board be re- 
organized? 
_ In endeavoring to answer these ques- 
tions I will draw largely on the reports 
and facts brought out by the National 
Merchant Marine Conference which, 
under the auspices of the Chamber of 
Commerce of the United States, carried 
on a comprehensive study of our na- 
tional merchant marine problem during 
the summer and fall of 1925. Included 
in the membership of its committees and 
in the Conference itself were more than 
one hundred and fifty representative 
ship operators, shipbuilders and leaders 
in the various fields of commerce, indus- 
try, agriculture, labor, finance and in- 
surance interested in the shipping 
problem. They had the benefit of 
regional shipping conferences held in 
some thirteen of the principal centers 
on the Atlantic, Gulf and Pacific 
coasts, on the Great Lakes and in the 
interior. This Conference developed 
reports of fact and recommendations 


bh Trade and Our Merchant Marine 


By A. B. Barser 
la Transportaticn and Communication Department, U. S. Chamber of Commerce 


which offer to those interested an unusu- 
ally clear and complete analysis of the 
national shipping situation. 

Why do we need American shipping 
in our foreign trade? There are those 
who hold the view that we have little, 
if any, need for a merchant marine 
except possibly for purposes of national 
defense. According to this view, apart 
from considerations of defense, the 
nation which can carry our goods cheap- 
est should be allowed to do so, and com- 
petition among foreign carriers for our 
trade should be relied upon to insure 
the shipping services we need at reason- 
able rates. 

Persons who express this view, how- 
ever, are generally those interested in 
trades through the largest ports which 
have for years had direct shipping 
connections with all principal foreign 
trade regions. Such shippers, although 
they may be satisfied with the services 
furnished by foreign vessels in the par- 
ticular trades in which they are interest- 
ed, overlook several facts. They over- 
look the markets from which Americans 
have in the past been virtually shut out 
by lack of direct steamer service and 
the delays and added costs in reaching 
trade regions served only by trans- 
shipment at foreign ports. They gen- 
erally attribute little value to the 
American flag as an agency of trade 
promotion and are in this in opposition 
to an age long maxim abundantly 
verified by reports of American observ- 
ers in trade regions which since the war 
have for the first time had direct con- 
nection with this country by American 
steamers. 

By far the greatest increases in our 
foreign trade in the past ten or twelve 
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have been with Asia, Australia, 
Africa and South America. These are 
the long haul trades in which, since 
the disappearance of the clipper ship, 
American tonnage remained negligible 
in amount until the government, after 
the World War, set up and maintained 
many direct steamer services covering 
not only our principal ports but also 
many of our less developed ports, 
frequently referred to as the “out- 
ports.” 

It is not only the exporters and im- 
porters, and the manufacturers produc- 
ing for foreign trade, who are affected 
by the availability of direct shipping 
services. The interest of farmers and 
other producers of the interior in an 
American merchant marine was clearly 
brought out in the regional merchant 
marine conferences held in the fall of 
1925. For example, at certain ports on 
the Pacific Coast it was shown that the 
frequency and regularity of sailings by 
American flag services established since 
the war had made it possible to furnish 
American flour to Oriental merchants 
in quantities which they can economi- 
cally handle, whereas before the war, 
when only irregular service by tramp or 
chartered steamers was available, the 
business went to our competitors. It 
is thus the direct American flag services 
sailing on regular dependable schedules 
which aid greatly in establishing in- 
creased outlets for our agricultural and 
industrial products. If there were a 
more definite assurance of permanency 
for these services on a sound basis of 
private operation, it would doubtless 
still further increase the confidence with 
which American business men could 
take part in this foreign trade and 
would justify their investing more 
capital in trade development measures. 

The Merchant Marine Conference, 
after analyzing the shipping require- 
ments of our foreign trade, compared 


them shipping requirements 
> 


Foreign TRADE AND Our Mercuant MARINE 


of the national defense and found that, © 
if the former are reasonably provided © 
for, little if any additional shipping 
will be necessary to meet the needs of — 
the national defense. Therefore, if the — 
shipping requirements of our foreign — 


trade are met, the national defense — 
motive for supporting our merchant _ 
marine, while of itself important, falls, 


as a practical matter, into second place. © 
It serves, however, as an added reason — 
for proceeding with a sound mechant — 
marine policy. 

What should be done with the Sea- 
men’s Act and the Navigation Laws? 
The questions involved in the Seamen’s — 
Act and the Navigation laws are widely — 


misunderstood, with the result that our | 


national shipping problem is beclouded. © 
The impression seems to be widespread — 
that the Seamen’s Act allows American _ 
steamers to carry only American seamen 

and fixes their wages, and that its re-_ 
peal would do away with the main 
handicap against our steamers. These 
impressions are incorrect and among > 
those who are most familiar with the — 
operation of the Seamen’s Act there is | 
no demand for its entire repeal, but a 
general recognition of the fact that 
it contains many desirable features. — 
There is, however, an equally clear 
conviction that some of its features are 
disadvantageous to both the seamen — 
and the shipowners, and that they 


should be modified. These are details 


of the Seamen’s Act which could be | 
corrected without affecting its main — 
principles. The provisions in question — 
are chiefly those which have no relation - 
to the maintenance of living standards, _ 
but which interfere with discipline and 
efficiency in steamer operation, such | 
as the requirement for payment of 
half wages at foreign ports, even when - 
the seaman concerned has a record 
of drunkenness, desertion, incapacity — 
through use of drugs or other disorderly 

conduct — in 
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and lack of proper discipline. Other 
_ provisions recognized as requiring in- 


vestigation by competent authority are 
_ those relating to the seasonal restric- 


_ tions on the Great Lakes, which are 
held not to be in accord with the facts 
Of lake navigation conditions, and the 


crew employment provisions, which 


are considered not to be suitable for 
services involving runs of only a few 


hours between ports. Other laws 


affecting shipping which should be 


_ modernized include those governing 
_ responsibility for accidents to marine 


workers, including longshoremen, those 


_ relating to documentation and meas- 
urement of vessels, including the 
Panama Canal measurement rules, and 


_ the laws and rules relating to the in- 


_ spection of vessels and safety of life at 
sea. 

Shipping, one of our major industries, 
lapsed into a minor position during the 
fifty years preceding the World War, 
but was again brought into a position 
of major importance as a result of the 
war. It is, however, still governed by 
obsolete laws and regulations. The 
Shipping Board has for ten years had 
authority and direction of law to revise 
the laws and regulations applicable 
to shipping, but aside from some pre- 
liminary studies nothing appears to 
have been accomplished in this direc- 
tion. There may be question as to 
whether our overseas shipping will be 
maintained as one of our major indus- 
tries or whether it will lapse again into 
a minor position. However that may 
turn out, it is certainly entitled, in the 
meantime, to have the advantage of 
operating under modern laws and reg- 
ulations. The recommendation of the 
Merchant Marine Conference was that 
Congress should authorize the appoint- 
ment of a special technical commission 
to undertake this revision. 

How is direct government aid to 
shipping ju: justified? 7 answer to this 
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question lies in the — difference 
in character between the business of 
providing shipping for service in the 
foreign trade and the business of pro- 
ducing agricultural or industrial prod- 
ucts for the market. 

Ships must be designed and built for 
a particular type of service, forexample, 
for the overseas “trade route services” 
so important to the upbuilding of our 
foreign trade. If shipping enterprises 
are to be successful in these trades, they 
must be definitely committed to them 
for an indefinite period of years and be 
prepared to maintain service, until 
they can establish connectionsand build 
up traffic to a profitable point. The 
unit in the overseas shipping business, 
the shipping line or the individual ship 
in foreign trade, is therefore practically 
once for all committed to a business 
which must be conducted outside of our 
tariff barriers and in competition with 
all comers. 

Shipping is a service agency of all 
export and import trade. It serves all 
fields of production which share in this 
trade. There would be no justification 
of government aid to shipping only to 
enable shipowners to have a profitable 
business. There would be no justifica- 
tion of such aid to shipping to serve 
only a single industry. It is the serv- 
ice which American shipping, directly 
or indirectly, renders to practically all 
branches of American enterprise that 
justifies direct aid to enable it to main- 
tain this service. 

It should be clearly understood that 
there is a radical difference between the 
form of government aid which is at 
present contemplated and that which 
has been proposed in the past. It is 
contemplated that aid will be given 
only in the form of contract payments 
for the maintenance of services needed 
in the interests of the expansion of for- 
eign markets for our agricultural and 
industrial products. Most of the for- 
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| eign , shipowning nations, including 


England, France, Italy and Japan, 
have, in one form or another, made 
extensive and successful application of 
this trade route contract system. The 
same principle has to a certain extent 
been followed by Congress in authoriz- 
ing mail subventions, but this has re- 
ceived only limited application. 

Should the Shipping Board be reor- 
ganized? Thefindingsof the Merchant 
Marine Conference were very definite 
in this regard. Their report stated 


the attempt to combine in the Shipping 
Board (a) semijudicial, regulatory duties, 
(b) certain responsibilities for the promotion 
of shipping, and (c) the executive function 
of administering and disposing of the gov- 
ernment-owned fleet and other shipping 
property, is unsound in theory and unwork- 
able in practice. 

There is general agreement that the 
quasijudicial regulatory duties can best 
be performed by a board or commission. 
Many feel that such duties with regard 
to shipping should be entrusted to the 
Interstate Commerce Commission, 
which already has supervision over 
railroad-owned steamship lines and 
that portion of the business of other 
lines which forms part of through rail 
and water hauls. However, a large 
majority of those who have expressed 
themselves on the subject favor having 
the regulatory duties of the Shipping 
Board entrusted to a reduced Shipping 
Board or Merchant Marine Commis- 
sion of three members. This proposi- 
tion was carried by a vote of 1590 in 
favor to 275 opposed, in the referendum 
taken by the Chamber of Commerce of 
the United States among the commer- 
cial organizationsand trade associations 
throughout the country, subsequent to 
the Merchant Marine Conference. 

The duties assigned by law to the 
Shipping Board for the promotion of 
merchant shipping are in large part 
= by law to the 


extensive activities at homeand abroad 
to these ends. Such work is distinctly — a 
of a character which, under the 
ization of our government, belongs to 
the executive branch. It is the type of — 
activity for which the Department | 
Commerce was created and it appears 
that in any reorganization of the Ship- ‘ 


= 
of Commerce, which has carried on 7 


ping Board this class of duty should be _ 
transferred to that Department. eh 
There has also been a conflict BS, 
of jurisdiction between the Shipping — 
Board and the engineers of the War 
Department with regard to the investi- 
gation and study of ports and water _ 
terminals in the United States. The 
Shipping Board has, however, discon- 
tinued its studies of this question S 
the War Department engineers are — 
carrying them on. 4 
The function of the Shipping Board — 
with regard to which most controversy _ 
has arisen, is that of administeringand 
disposing of the government-owned 
fleet. Thisfunction hasovershadowed 
all other activities of the Board. Here _ 
are focused many conflicting views 
and interests. There are those who 
advocate government ownership op- _ 
posed to those who are convinced that 
the elimination of the government — 
from the shipping business is indispen- _ 
sable to its establishment on a perma- __ 
nent and successful basis. There are 
the aspirations of the “outports” for _ 
frequent and permanent shipping ser- 
vices opposed to the convictions | af 
many that the maintenance of such 
services at heavy losses to the govern- _ 
ment is contrary to natural economic _ 
laws and constitutes unwarranted sub- | 
sidy to particular ports. Besides these 
two principal conflicts of view, there is — 


a whole maze of personal and political _ 
controversy which seems to be inevi- | 
table with an organization in which 
there is such a divisionof responsibility. 
The made by the 
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Marine Conference and the Chamber 
of Commerce of the United States for 


correcting this condition involves the 


divorce of the Fleet Corporation from 
the Shipping Board and the assignment 
of executive responsibility to the Pres- 
ident of the Fleet Corporation, under 


_ supervision of a board of directors or 


national shipping council made up of 


cabinet officers and regional represent- 


atives appointed from private life and 
serving with nominal compensation. 


Those opposing any change in the 


present Shipping Board have asked the 


question as to how such a shipping 


- council may be expected to prove more 


effective as a board of directors than 
; the present Shipping Board. They 


argue that members of a board of di- 


__ reetors who give only occasional services 
on a per diem basis will not have the 


current intimate knowledge of the work 


i; of the Fleet Corporation that would 
_ make them efficient board members. 


According to this argument it is an 


advantage to have the seven members 
of the Shipping Board devote the max- 
imum of time to this work. 


A careful study of the history of the 


Shipping Board and its workings will 


> 


; y: show that this argument is untenable. 
es With the members of the Board giving 
their entire time to the work, it seems 


_ inevitable that they will become involv- 


come immersed, as experience has 


_ ed in details of the administration of the 


Fleet Corporation and deprive the 
President of the Fieet Corporation of 


all genuine initiative and responsibility. 


Instead of serving as a true board of 


_ directors to review the proposals of the 
a _ responsible executive and to deal only 


with major policy questions, they be- 


- ghown, in the minute detail of the mat- 
- ters which are to come before them. 


It has been a common procedure for 


_ persons having dealings with the Fleet 
Corporation, after discussing the mat- 
ters with the President of the Corpora- 
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tion, to call upon one after another of 
the members of the Shipping Board ty 
secure their support of a particular 
proposal. It is difficult to conceive of 
a business corporation which could 
present any consistent and successfy| 
policy with such a relationship between 
the president of the corporation and the 
board of directors. A board of direct. 
ors, besides representing all the impor. 
tant interests in the corporation, should 
by their other business connections 
bring to the councils of the corporation 
current practical knowledge of condi- 
tions in allied fields affecting the corp- 
oration’s business. They should be 
able to give well considered attention 
to such business of the corporation as 
requires action by the board, but 
should not be so constantly dealing 
with the affairs of the corporation as 
to interfere with the work of the presi- 
dent and destroy his real responsibility. 

In the case of the Fleet Corporation, 
it was the judgment of the Merchant 
Marine Conference that the function 
corresponding to that of a board of 
directors should be given to 


a national advisory board to be appointed 
by the President of the United States, with 
one of the members of his cabinet as chair- 
man, and with the addition of regional ad- 
visory boards to sit with the national board 
in determining policies affecting those regions 
in connection with the increase, decrease or 
sale of trade route services. 


Subsequently a Committee of the 
Chamber of Commerce of the United 
States further considered the same 
question and reached a_ conclusion 
similar to that of the Merchant Marine 
Conference. This Committee recom- 
mended that there should be established 
as the board of directors of the Fleet 
Corporation 

a Federal shipping council to be appointed 
by the President of the United States and to 
consist of five cabinet officers, with the 
Secretary of Commerce as Chairman ex 
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officio, the President of the Fleet Corpora- 
tion and five regional representatives to 
serve without compensation other than ex- 
penses. 

The creation of a Federal shipping 
council for this purpose was approved 
by the member organizations of the 
National Chamber by referendum 
with 15031 votes in favor to 344% 
yotesopposed. Substantially the same 
type of board of directors was provided 
for in the bill introduced at the last 
session of Congress by Congressman 
Robert L. Bacon who, however, provid- 
ed for seven instead of five regional 
representatives. 

A board of directors for the purposes 
indicated can obviously be set up in a 
number of different ways. The essen- 
tial point, however, is, first, to insure 
proper representation both of the re- 
gions of the country interested in the 
maintenance of trade route services 
and of the government departments 
concerned and, second, to make it cer- 
tain that the members of the board 
will be able to give enough, but not too 
much, time to the Corporation’s affairs. 
This will further the establishment of a 
sound responsible administration. 

The extent of the shipping services 
which the government is maintaining 
through the Fleet Corporation, espe- 
cially in the overseas competitive trades, 
is shown by the following table giving 
the approximate tonnage of American 
steamers of 1000 gross tons and over as 


of April1,1925:-—- 
7 eared Gross Tons 
On the Great Lakes—Privately 
In the coastwise service—Privately 
Ocean-going tankers— 
Privately owned............ 2,080,000 
Government owned......... 180,000 
In service to West Indies and 
Carribbean— 
Privately owned............ 290,000 
Government owned......... 30,000 
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In service to Europe— salto 
Privately owned............ 160,000 
Government owned. ........ 1,000,000 
In service to Asia, Australia, Africa 
and South America— 
Privately owned............ 530,000 
Government owned. ........ 720,000 
Laid up— 
Privately owned........... 330,000 
Government owned......... 3,360,000 
‘Total approximately...... 12,910,000 


Aside from the oil tankers, a few 
industrial carriers, and vessels under 
conditional sales contract with the 
Shipping Board, whereby the purchas- 
ers are required to maintain service for 
a five-year period in consideration for 
great reductions in price at which the 
vessels were sold, there is but a small 
amount of tonnage engaged in overseas 
trade route services under the American 
flag. These services are in greater 
part being maintained by the govern- 
ment, the Shipping Board having 
1,000,000 gross tons of tonnage in 
service to Europe and more than 
700,000 gross tons in service to Asia, 
Australia, Africa and South America. 

As already indicated, it is of great 
importance to our foreign trade that 
these shipping services, particularly 
those to the relatively undeveloped 
trade regions in the second group just 
mentioned, be maintained on a per- 
manent basis. It is clear, however, 
that to continue the government indefi- 
nitely in the steamship business would 
be wasteful, because of the inherent 
inefficiencies of government operation, 
and would be contrary to the funda- 
mental principleson which the economic 
development of this country is based. 
It is to the public interest that the 
government should withdraw from the 
shipping business as rapidly as arrange- 
ments can be made that will reasonably 
assure the successful maintenance of 
the essential trade route services by 
private enterprise. The solution of | 
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the problems involved calls not only 
-- for sound action by Congress and 
the Federal administration, but also 
_ for a better understanding and par- 
ticipation in dealing with these matters 
by those concerned throughout the 
country. 
i‘; To meet this need it has been pro- 
jee posed that, in addition toa Federal Ship- 
ping Council including in its member- 
ship a representative of each of the 
principal sections of the country con- 
cerned in the merchant marine problem, 
there should also be a regional advisory 
shipping council for each such section 
with membership widely representative 
of all the various interests concerned 
_ with shipping in that section. These 
sections would include not only the 
major divisions of our coastal territory, 
_ but also the Great Lakes region and the 
__ imterior. Our inland states are more 
and more realizing their dependence 
_ wpon adequate shipping services to 
provide the most economical and 
efficient outlets for their surplus agricul- 
_ tural and industrial products. The 
proposed regional councils to promote 
the study and understanding of the 
_ shipping questions affecting each region 
will, it is believed, be of great value not 
only in enabling the Federal shipping 
administration to give proper considera- 
e tion to the needs of all sections, but also 
im promoting a local understanding of 
_ these questions and gradually develop- 
_ ing nationwide support for an American 
a merchant marine. 
see The importance should also be 
mentioned of effective 
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within the shipping industry. itself, so 
that it will be possible for the industry 
to work out harmoniously the details of 
its various problems and unitedly pre. 
sent its proposals to Congress and the 
public. 

To summarize the program outlined 
above, it may be said that to develop 


ona sound and permanent basis the | 


American flag overseas shipping serv- 
ices needed to expand foreign markets 
for our surplus products, the American 
shipping industry should be placed ona 
sound basis through, first, correction 
of unfavorable legislation, second, pro- 
vision of the necessary direct govern- 
ment aid to allow service to be main- 


tained as the public interest requires, | 


third, reorganization of the Federal ad- 
ministrative agencies having to do with 
shipping, and, fourth, the co-operation 
of all concerned in such a manner as to 
further a sound treatment of this 
industry and the early transfer of the 
present government shipping lines toa 
permanent basis of private ownership 
and operation. 

In conclusion I would emphasize 
that it should not, of course, be the 
objective of our shipping industry to 
exclude foreign shipping from our ports, 
but only to take a fair share of the 
overseas trade of this country and to 
assure the maintenance of the trade 
building services which, in the long 
run, not only serve to benefit American 
merchants, manufacturers and farmers, 
but also contribute to the welfare of the 
other countries of the world with which 
we trade. 
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AR stimulates nationalism and 

increased nationalism means 
higher tariffs; Europe is strangling 
itself with tariff barriers. Such is the 
idea widely held among those suffi- 
ciently well informed to have some 
knowledge of the number of tariff re- 
visions—upward revisions—that have 
taken place in Europe since the 
war. Headlines such as “New a 
man tariff hits American exports,” 
“New duties on British ceieeeing 

“Spanish tariff greatly increased” boos 
become common. The general impres- 
sion has been developed that European 
tariffs have increased tremendously. 

It is therefore somewhat surprising 
that perhaps the only detailed study of 
the present height of tariffs should 
present a decidedly different conclusion. 
But a British committee, which ex- 
amined this question at some length as 
a part of a larger study devoted to the 
question of foreign markets for British 
manufactures, came to the conclusion 
that instead of being higher, European 
tariffs were considerably lower in 1924 
than they were before the war. This 
study,' while based particularly on 
British exports, presents conclusions of 
wider interest. It compares the height 
of the tariffs of eighteen countries in 
1914 and 1924 by using a system of 
index numbers based on thirty impor- 
tant British exports. These index 
numbers, expressing the estimated ad 
valorem equivalence of the rates ap- 
plicable to staple British exports in 

‘ Great Britain, Committee on Overseas Trade, 


Survey of Foreign Markets, London, 1925 
(Official). 


European Tariffs and Future Markets 


By Cari W. Baur 
Washington, D. C. 


seven European countries, are as fol- 
lows: 


1914 1924 
Per cent | Per cent 

Netherlands. ......... 23 23 
Belgium. ............ 10 84 
17} 10 
18} 
21} 12} 


NEED For DeralLep Srupy ” 
Without taking these results too 


or 


seriously, and relying on other sources 


of information, it may be said that the — 


? The Committee says: “The utmost that can 
be claimed for these figures is that they may be 
useful as indices for purposes of comparison as 
between different countries and different years — 
when the basis on which they have been calcu- 
lated is borne in mind. The figures have no 
meaning in themselves and are purely relative. 
No one figure can give an absolute indication of F. 
the level of any country’s tariff.” 

The figures were weighted according to the — 
importance of the articles in the export trade of 


Great Britain in 1913. Thechoiceoftheartices 


and their weights argue the probability of error 
in using the results as a measure of tariff changes 
as they affect the United States. But the Com- 
mittee is perhaps too severe in stating that the ; 
figures have no meaning in themselves. What- 
éver their margin of error, they mean that the 
various tariffs, reduced to ad valorem equiva- 
lents, average so much. The Committee, how- 
ever, rejected the average which is usually ; 
given (based on those imports which surmount | 
the tariff barrier being measured) in favor of an 
average based on the relative values of imports — 
which surmounted the earlier tariff with which 


the comparison is being made. The usual 


method registers prohibitive tariff increases as 
decreases. 
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extent of the post-war tariff increases in 
Western Europe has undoubtedly been 
greatly exaggerated. In the main the 
x ee illusion of exorbitant and unreasonable 
ie} increases has been due to three factors: 
The first is prohibitions and licensing 
systems which undoubtedly have been 
a serious impediment to normal compe- 
_ tition. Originally introduced as war- 
time measures and justified by the war- 
time necessity to control trade, they 
were retained in many countries after 
1918 to tide over the period necessary 
for the study and enactment of new 
tariffs based on changed post-war 
conditions. In Germany, for example, 
they were not entirely abandoned until 
the recent tariff went into effect on 
- October 1, 1925. Incidentally, by 
_ means of these prohibitions, licenses 
and quotas, Germany was enabled 
_ largely to evade the provisions of the 
‘Treaty of Versailles, which forbade her 
to revise her tariff for six months and 
granted unilateral most-favored-nation 
treatment to the Allies, since by means 
_ of prohibitions all imports could be and 
were controlled, with relaxations only 
as the State desired. All the Eastern 
_ European countries, especially the 
_ Austrian Succession States, have made 
_ free use of these forms of import restric- 
tions. In Italy, France and Belgium 
_ they were generally abandoned during 
1919 and 1920. 
Prohibitions and high duties on lux- 


: States whose currencies were depre- 
¢iating or depreciated. Governments 
which were issuing new currency by 

millions of units appeared to think that 

the situation would be remedied by 
cutting off imports of luxuries which 
were measured in tens or hundreds of 
thousands. 

Import prohibitions, licenses and 
quotas have regularly been regarded as 
temporary measures. They have al- 
most disappeared and there is little 


reason to believe that they will play an 
important part in future trade. The 
League of Nations has recently pro. 
posed a convention, similar to that 
already concluded with respect to Cus. 
toms Formalities, looking to the elim. 
ination of import prohibitions and 
some such convention will probably 
be concluded within the next few 
years. 

Secondly, in the United States we are 
so accustomed to general tariff revisions 
or none, that we do not easily realize 
how many of the European “tariff 
revisions” and tariff increases have 
been of very limited scope. In many of 
the Continental countries, the tariff has 
been subject to change by executive 
decree and executives have made many 
changes, but usually upon only short 
lists of articles at a time. With per- 
haps 2000 to 10,000 articles enumerated 
in tariffs it takes a great many of such 
revisions to cover the field; but a reader 
glancing over lists covering perhaps ten 
to fifty articles gets the impression that 
a considerable field is being covered. 
This is readily shown by the oft-re- 
peated statement that Great Britain 
has “gone over” to protection; as a 
matter of fact she has protective duties 
on an exceedingly small list of articles. 

A third point, overlooked by the 
headline writers, is that most European 
countries use, almost exclusively, spe- 
cific duties. Specific duties do not au- 
tomatically adjust themselves to price 
increases as ad valorem duties do— 
though the self-adjustment of even ad 
valorem duties is very imperfect. 
Many increased rates have perhaps 
only restored rates which have de- 
preciated by reason of the great price 
increases. And if the specific duties 
are not payable on a gold basis the 
further and more important element of 
currency depreciation must be taken 
into account. In France, for example, 
to increase the 1913 specific duty four 
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or five times would fail to restore it to back, unnoticed, to its previous range 
the gold franc par. of rates. 


A fourth factor of importance, gener- 
ally overlooked, is that Continental 
European tariffs as enacted are usually 
bargaining tariffs; the base rates may 
be and usually are considerably re- 
duced as a result of subsequent com- 
mercial treaty negotiations. In the 
French tariff the spread between the 
maximum and minimum rates is nor- 
mally 300 per cent of the minimum 
rates, and the whole or any part of this 
difference may be remitted in favor of 
another country and all other States 
entitled to the same treatment. Many 
other countries do not, for diplomatic 
reasons, indicate their minimum rates. 
But cases can be cited of reductions 
granted by treaty ranging from ten to 
seventy-five per cent of the original 
bargaining rate. Obviously such re- 
ductions may—though they usually do 
not—carry the new rate below the old 
tariff rate in effect before the bargain- 
ing revision was made. 

The Federal Council of Switzerland, 
for example, early in 1925 proposed a 
new bargaining tariff with considerable 
increases in existing rates. It frankly 
stated, however, that when it had com- 
pleted treaty negotiations with other 
powers having bargaining tariffs, the 
rates would probably average about the 
same as before. 

These general tariff revisions, and 
these bargaining tariffs, such as Ger- 
many’s tariff of 1925, receive full 
publicity. The commercial treaties, 
made with one country after another, 
receive much less attention. But the 
general use in Europe (except in France 
and Spain) of the unconditional form 
of the most-favored-nation clause in 
commercial treaties operates to gener- 
alize the reductions. A tariff revision, 
therefore, which was widely heralded as 
another example of growing protec- 
tionism may within a year or two slip 


A consideration of these four factors, 
together with the results of the study 
prepared by the British committee, 
indicate that more than a casual ex- 
amination is necessary to determine 
whether present European tariffs are 
higher than prewar, and if so, to what 
extent. Also, inasmuch as we are 
particularly interested in American ex- 
ports, it is important to know whether, 
if tariffs have been substantially in- 
creased, such increases are likely to 
affect our exports. 


Wut Tarirr Increases Arrect U. S. 
Exports? 


During and for a short time after 
the war, American exports expanded 
greatly and we began to ship abroad 
many manufactured articles which had 
previously been unable to compete in 
European markets. As_ conditions 
have become more settled these exports 
have fallen off and our trade has re- 
sumed much of its prewar character— 
that is, large exports of raw materials 
and foodstuffs and smaller exports of 
competitive manufactured goods. It 
is particularly with respect to manu- 
factured goods that we are interested in 
finding markets. Most raw materials 
and crude foods readily sell themselves 
if there is any demand at all. Rather 
than being restricted, trade in raw 
materials is encouraged. As to foods, 
although many European countries 
have adopted measures of agrarian 
protection, if any country has a deficit 
of production, the tariff is generally of 
minor importance in checking imports. 
But substantial duties are usually im- 
posed on manufactured goods and in 
these competition is close. And as im- 
port prohibitions disappear, as cur- 
rencies are stabilized, as capital be- 
comes cheaper, and as the industrial 
world resumes its normal state, what 
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_ have been relatively minor obstacles in 
the path of trade are assuming greater 
and greater importance. With this 
state of affairs in mind, the Department 
of Commerce warns that “the days of 
easy exporting are over” and that 
““American concerns need to be more 

_ eareful in planning their export ship- 

ments, to take account of the tariffs and 
trade regulations of foreign countries 
upon the admission of goods.” 

In the consideration of the tariffs of 
Continental European countries cer- 
tain general observations should be 
kept in mind. For example, since the 
war almost every European country has 
increased taxes of all kinds on luxuries. 

__ In some cases these taxes apply only to 

. an imports, but they are usually in the 
form of consumption taxes and apply 
both to imported and domestic mer- 
chandise. The products included as 
luxuries of course vary from one 
country to another, and as revenue is 
~ often the chief object of such measures, 

they may include automobiles, tires, 

f fine fabrics, and many classes of highly 
_ manufactured goods which we have 
~> _ ceased to regard as luxuries. High 
rates of duty on a limited list of luxury 

ree products may readily give the illusion 
‘. that the tariff is generally high, al- 
though duties on other goods may be 
oe low. Again, the luxury lists may con- 
tain many products not strictly lux- 
uries. 

Agrarian protection is usually an 
important factor in the tariffs of 
European countries. While as applied 
to crude foodstuffs, agrarian duties 
have little immediate effect, their 
7 continued application tends to stim- 


~ ulate domestic production and thus 


contract the demand for imports. 

‘The study made by the British com- 
_ mittee and mentioned above was based 
ae on a list of important British exports 


would tend to show the increases in 


* 3 and these products may not be such as 


European tariffs likely to be of par 
ticular interest to American exports, 
This committee selected the followi 
commodities as representative of Brit. 
ish exports: 
1. Pig iron, rails, galvanized sheets, 
tin plates, section steel 
2. Spinning, weaving, reaping and bind. 
ing machinery, motor cars, locomo. 
tives, stationary oil engines 


Merchant vessels 
Insulated electrical wire and cable 
. Coal, coke and patent fuel 
Cotton yarn and piece goods 
. Woolen and worsted piece goods 
. Hosiery, boots and shoes 
Soda crystals, bleaching powder, sul- 
phate of ammonia, and sulphate of 
copper 
It is evident that these products are 
by no means representative of our 
present exports to Europe, but they do 
include a variety of products, a compar- 
ison of the duties on which should give 
some indication of the height of the 
tariff in European countries. It should 
be noted also that few of these products 
are likely to fall into a luxury classifica- 
tion and that there are no crude or 
manufactured foodstuffs included. In 
the brief discussions following,’ there- 
fore, certain outstanding increases 
likely to affect American products will 
be mentioned, in an effort to correct 
the measure made by the British com- 
mittee to the American point of view. 


Great Britain 


wae 

The growth of protection in Great 
Britain has attracted much attention. 
Great Britain has for decades had 
substantial revenue duties, offset by 
corresponding excise taxes on domestic 
production, on tea, coffee, cocoa, 
sugar, tobacco and alcoholic beverages; 

® These discussions are confined to the present 
major markets for American exports to Europe. 
It would be impossible to include the many small 
countries, except in the most general way, within 
the limits of a short article. 
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but with — an exception, all 
other products were entirely free of 
duty before the war. 

In 1915, as a war measure and to 
restrict imports, the so-called Mc- 
Kenna duties were imposed on cinema 
films, clocks, watches, motor cars (not 
including trucks) and musical instru- 
ments. Imperial preference was in- 
troduced in 1919 and excise duties 
were in some cases decreased. These 
: measures, however, had relatively little 
direct effect on trade. Early in 1921 
the Dyestuffs Act went into effect. It 
prohibited, except as licensed, the im- 
portation of synthetic organic dye- 
stuffs, colors and coloring matters, and 
all organic intermediate products used 
in their manufacture. Then on May 
12, 1921, the so-called “Safeguarding- 
of-Industries’’ bill was passed and under 
its provisions duties were imposed on 
a considerable list of “key” and other 
products.‘ In 1925 the Baldwin gov- 
ernment re-enacted certain protective 
duties which had been repealed by the 
Labor government, and extended the 
protective system. At the present 
time there are protective duties in 
Great Britain on cinema films, clocks, 
watches, motor cars, musical instru- 
ments, silk and artificial silk,’ lace, 
embroideries, sugar,’ cutlery, gloves, 
gas mantles, and the “key” industries. 
While the complete list of products ap- 
pears rather extensive when not com- 
pared with Continental tariffs, these 
duties actually affect only a very small 
proportion of British imports. The 
‘The important “key” industries are optical 
id glass and instruments; scientific glassware, 
iy laboratory porcelain, scientific instruments; 
ic wireless valves, rectifiers and vacuum tubes; 


., magnetos and permanent magnets; arc-lamp 
carbons; hosiery latch needles; tungsten, and 


2, 


es § 


35 compounds of thorium, cerium, and other rare 
it earth minerals; synthetic organic chemicals. 

.. * The duties on raw silk are revenue duties but 
ll the compensatory duties on fabrics contain con- 
b cealed protection. The protection extended to 


the beet sugar industry is mainly by a bounty. 


Department of Gensene says that 
“the increased duties and imperial 
preferences are not expected to make 
radical differences in American sales 
in this market of dried fruits, automo- 
biles, silk, rayon hosiery, clocks and 
watches.” 

The present procedure under which 
duties are imposed in Great Britain 
places on the industry asking protective 
duties the necessity of establishing 
a case along prescribed lines before 
a special committee. Under this sys- 
tem the rapid extension of duties which 
would interfere with prospective im- 
ports from the United States seems un- 
likely. It should also be noted that 
Great Britain serves as a general 
European dépét for many American 
industries and in the interests of this 
“handling” trade it is doubtful whether 
serious duties will be placed on Amer- 
ican imports. Apparently, therefore, 
there is little reason to believe that the 
tariff will be an important factor in 
restricting American exports to Great _ 


Germany 


The new German tariff which went lin a 
finally into effect on October 1, 1925, | 
was designed to be primarily protec- ae 
tive to agriculture and horticulture. Se 
It increased over half the 945 items of 
the tariff of 1902, which still remains 
the basis of German tariff legislation — 
and with few exceptions reimposed the — ie 
duties suspended during the war. 

Increased duties on foodstuffs are 
likely to be especially severe on a num- 
ber of important exports to Germany, 
among which wheat flour, canned milk = 23 
and canned meats are important. An 
increase of special significance was also 
made in the duties on automobiles. 
The rates on passenger cars run from 
175 to 200 gold marks per 100 kilos as 
compared with fifteen to twenty-five 
* Commerce Reports, May 11, 1925, p. 318. 


‘a 


EUROPEAN TARIFFS AND FutuRE MARKETS 123 
) ‘ 


marks before the war; the rates on 
_ trucks are not quite as high, ranging 
from 160 to 175 marks. The present 
pates are not permanent, however, since 
the act provides for the gradual reduc- 
tion of automobile duties over a period 
of three years to thirty, forty and 
seventy-five marks per 100 kilos, de- 
spending on the weight of the car. 
‘Typewriters, calculating machines, 
_ phonographs and cash registers have all 
been subjected to higher rates, in many 
ss @ases as a measure of protection to new 
or expanding German industries whose 
former armament production has been 
ended. These duties probably will be 
equivalent to an ad valorem tax ranging 
_ from ten to twelve per cent. Many 
_ chemicals which were formerly free are 
now dutiable. It should be noted, 
_ however, that the German tariff is 
_ frankly a bargaining measure, and in 
fact a number of treaties already 
_ negotiated have made substantial re- 
_ ductions in the general rates of duty. 
-‘The figures quoted by the British 
- committee indicate that the German 
tariff in 1924 was only little more than 
half as high as it was in 1914, that is, 
- pates except on luxuries had been little 
_ changed, while prices had doubled. 
_ This figure was based on the old tariff 
and it seems the class of merchandise 
considered makes its application to 
American exports questionable. On 
the basis of the few observations on the 
new tariff made above, it is estimated 
that the present tariff is generally as 
high or higher than the prewar tariff, 
and that some particularly important 
_ imereases in duty have been made on 
typical American exports, where per- 
haps the duties on the staple commodi- 
ties used in the British estimates have 
not been greatly increased. 
todd 


France 
— A The war-time restrictions on trade 
were retained in France until the 


é 
t 
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middle of 1919. Then, as articles wer 
taken off prohibited or controlled lists, 
some effort was made to increase 
prewar tariff rates. In July, 1919, the 
coefficient system’ was introduced by 
applying coefficients to over 400 items 
of the tariff. From this time op 
changes, both increases and decreases, 
in coefficients were frequent, but they 
generally affected less than ten items 
of the tariff. There were some impor- 
tant exceptions as, for example, a 
decree in June, 1921, making 1500 
changes, and having coefficients as 
highasten. In addition to the changes 
in rates made through coefficients 
there were frequent changes in tariff 
rates themselves, but most of these 
were also of minor importance, affecting 
but one or two commodities. A com- 
plete revision of the chemical and 
vegetable oils schedules in November, 
1919, was the only important excep- 
tion. Yet the impression has gone 
abroad that the French are among the 
worst offenders in tariff increases. 

The tariff changes since the war have 
probably not increased the general 
height of the French tariff above its 
prewar level, but there is a manifest 
tendency toward increased duties on 
manufactured products and reduced 
duties on certain raw materials and 
foods. Estimates of the height of the 
tariff, based on actual duties collected, 
follow: 


1913 1923 
Per cent! Per cent 
Average duty collected on: 

Total imports.......... 8.8 5.6 
Total dutiable imports...| 17.8 14.7 
Dutiable foodstuffs... .. . $2.4 20.4 
Dutiable raw materials...| 12.4 9.4 
Dutiable manufactures ..| 10.2 15.2 


¥ 


™These coefficients are multipliers which 
applied to existing duties indicate the amount 
by which they are to be multiplied to determine 
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It must be blaine of course, 
that such estimates as these may fail 
entirely as measures of the height of 
certain rates; for example, mineral oils 
and their products, a very important 
American export to France, pay duties 
ranging from fourteen per cent to sixty- 
six per cent ad valorem. The high 
duties on foodstuffs are due to the in- 
clusion of products such as sugar, 
coffee, chocolate and certain others, 
on which high revenue duties are 
collected. 

Another important consideration 
with respect to French rates on Amer- 
jean exports is the fact that the French 
have the multiple tariff system; that is, 
different rates of duty apply to the same 
product according to the country of 
origin. In many cases American im- 
ports must pay discriminatory rates of 
duty and compete with similar products 
from other countries which enter at 
lower rates. This has in the past 
proved a considerable handicap to 
American exports and the prospective 
revision of the French tariff is likely to 
increase the existing discriminatory 
burdens. 

The British estimates mentioned 
above suggest that the French tariff 
has fallen generally in the proportion 
of from 212 to 123 per cent. Since the 
rates of duty are generally specific and 
the franc has decreased considerably in 
value since 1922, the French tariff, in 
spite of the recent increase of thirty per 
cent applying to all rates, is probably 
lower now than before the war. But 
the duties on many manufactured prod- 
ucts have frequently been revised up- 
ward and since many American prod- 
ucts must pay duties higher than the 
minimum while our competitors re- 
ceive the minimum, the French tariff is 
still a considerable burden to imports 


the new rate. For example, a coefficient of 
2.5 on a base rate of 20 would give a rate of 50. 


from the United States.’ 
a comprehensive revision upward of 
the French tariff has been in process — <2 
for more than two years and many ~ ea 
low rates, which are now practically _ ve 
ineffective both as regards revenue and ns 
protection, will undoubtedly be sub- 
stantially increased. In this revision — 
special attention is being given to eK 

“infant industries,’ those in the terri- 
tories acquired as a result of the war, | % 
and those in the reconstructed areas. 


Italy 


Immediately prior to the war a com- | 
mission had been appointed in Italy to — 
study the question of tariff revisionand _ 
on the basis of this study a new tariff 
was enacted in 1921. Before this time — 
certain changes mar been made in the 


various other and 
conventional rates were withdrawn > i 
upon the expiration of commercial 
treaties. It was estimated by an 4 
Italian student that the new tariff _ 
increased the rates about eighty-four 
per cent over the tariff of 1887, which = 
was in effect in modified form before Se 
the revision in 1921. The new tariff 
increased the rates generally with 
particularly heavy increases in the 
iron and steel schedules. The rates on . 
automobiles, typewriters, agricultural 
machinery, and cottonseed oil, pri- 
marily American exports, were also — 
considerably increased. One American 
official has stated that even without the © 
coefficients the duties were high enough — 
to be prohibitive, but imports of these | 
commodities have nevertheless in- _ 
creased.° 

8 It is interesting to note that in the past Amer- | 
ican exports to France have consisted largely of | 
three products, cotton, copper and mineral oils. 
On many products which we export to other 
countries we are unable to compete in France, _ 
partly on account of discriminatory tariff rates. _ ‘ 

* Except cottonseed oil, as to which total ex- _ 
ports from the United States have also decreased. © 
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It would seem that the estimate of 
the British committee that the pres- 
ent tariff is lower than prewar does not 
hold as regards exports of American 
products. While Italy has a general 
and conventional tariff, and by means 
of commercial treaty bargaining many 
duties have been reduced, these reduc- 
tions have in the past applied particu- 
larly to commodities of special interest 
to the countries with whom the negotia- 
tions were undertaken. The reduc- 
tions made so far have not greatly 
benefited American products. 


Belgium 

By November, 1919, both import 
and export prohibitions had been 
generally abandoned in Belgium except 
as regards imports from former enemy 
countries, and even these were relieved 
of discriminatory restrictions during 
1920-21. Prohibitions have therefore 
been of little importance in the post- 
war tariff of Belgium. 

Instead of proceeding to a tariff 
revision immediately after the war, 
Belgium followed the example of 
France and adopted temporary meas- 
ures of revision from time to time. 
Coefficients were applied to a large 
number of articles during 1920 and in 
1921 many of these were increased to 
the legal limit of six. A considerable 
number of ad valorem duties applying 
particularly to luxury products were 
_ also introduced. From time to time 
minor modifications were made both in 
duties and coefficients, but generally 
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a the tariff structure was not disturbed. 


The provisional measures mentioned 


Re. above had little effect on the tariff. 


The average rate of duty was less than 


_ four per cent for the year May, 1922, to 


April, 1923, as compared with 2.3 per 


cent, the highest average between 1860 


and 1913. 
The bill for permanent revision of 


the tariff was introduced into the 
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Belgian chambers in March, 1923, was 
passed, and went into effect in Decem. 
ber, 1924. Since that time tariff 
changes have been of minor impor. 
tance. With the exception of duties 
on a number of so-called luxury prod. 
ucts, including tobacco, petroleum 
and automobiles, the general level of 
the new tariff is but little higher thay 
that in effect during 1922 and 1993, 
Just before the tariff went into effect, 
protests were made by American jp- 
terests against the duties on automo- 
biles, typewriters and sewing machines, 
as especially burdensome to American 
interests, and subsequently the coeff- 
cients on automobiles and parts were 
reduced. 

The British figure for the Belgian 
tariff probably is indicative of the 
present general height of the tariff, al- 
though as regards American products 
the rates now in force are higher than 
before the war. Nevertheless, as com- 
pared with many other countries the 
Belgian tariff is not high, and probably 
will not be a serious handicap to future 
American exports. 


CONCLUSIONS 


In summary it may be said that 
among the many important factors 
which have handicapped international 
trade since 1918 the tariff has not, 
contrary to general opinion, been as 
important as inflated currencies, de- 
creased purchasing power, shortage of 
capital, and the debt and reparations 
problems. Increases in tariff rates 
have been exaggerated by attributing 
undue importance to many partial 
revisions, by failing to discount the 
increases made in specific duties ex- 
pressed in depreciated currencies and 
applying to products on which prices 
have increased, and by failing to revise 
estimates of bargaining rates when 
those rates have been lowered through 
the negotiation of commercial treaties. 
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In Eastern Europe the tariffs, 
whether old or new, whether higher or 
not so high as those in Western Europe, 
have been and are very burdensome to 
trade because they are applied at new 
frontiers and are in effect new tariffs. 
The industries of the countries are not 
adjusted to them, and in a sense, their 
whole height must be compared to the 
last increment in the tariffs of Western 
Europe. 

If the war had not intervened, a 
general revision of European tariffs 
and commercial treaties was due in 
1917. If it had followed the trend of 
European tariffs since 1878 it would 
have been on the whole an upward re- 
vision. The various countries would 
have considered what articles were 
being imported more freely than they 
deemed desirable and would have raised 
the rates applying to such products— 
keeping in mind also the necessity for 
abargaining margin. The disturbance 
of the war has increased the number 
and scope of the changes, but it has not 
altered the rule that countries which 
pursue general protective policies re- 
vise their tariffs periodically to cut 
down imports of those competitive 
articles which are entering too freely. 
Just as the United States in 1922 re- 
vised its tariff to protect American 
manufacturers against lines of goods 
which were being most successfully 
exported from Europe, so we must 
expect that the very expansion of our 
export trade since the war would prove 
a cause of the raising of tariffs against 
our products in Europe. 

The general conclusion that present 
European tariffs are not strikingly 
higher than prewar does not mean that 
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they are not burdensome to American 2 Bee 
exports. The mass production which 
has been so successful in the United © 
States, and has led to large exports * Saas 
certain kinds of manufactured goods, 
has kindled a desire for similar devel-— 
opment in many European coun ay 
—especially where there are 
armament and other war industry — 
plants which must now be turned to 
commercial uses. This has often led — 
to the imposition of protectivedutieson __ 
typical American exports. = 
The tariffs of perhaps Great Britain, 
Belgium and the Netherlands, and 
some other European countries, which 
have had and now have low tariffs, — 
are not likely to affect American ex-_ 
ports seriously. But other countries— _ 
France, Germany, Spain, Italy and ~ 
others—have substantial rates of duty 
on manufactured productsforwhichwe 
desire to extend or develop markets; in — 
France many American products are © 
subject to tariff discrimination in — 
favor of Belgium, Italy and Great — 
Britain. 
It is particularly important that, | 
in addition to the increases and ~ 
decreases in European tariffs, the fact — 
be considered that foreign tariffs are _ 
of greater significance to American — 
foreign trade now than before the © 
war. American exports no longer © 
are practically limited to surplus raw 
materials and foods, but to be prof- 
itable must include many lines of 
fully manufactured goods. In these, 
competition is and will continue tobe =| 
keen and close; and tariff rates of 
foreign countries of even moderate 
height may be controlling factors in the ae 
expansion of our foreign trade. i 
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T is a commonplace that in the trade 
between countries goods and serv- 
ices are in the long run exchanged 
against goods and services. In the ab- 
sence of credit transactions, there must 
be for each country even in the short 
run a substantial equalization between 
the value of its exports and the value of 
its imports. In the long run even 
credit transactions will not prevent 
such an equalization. If over a very 

long period of years there appears a 

substantial divergence between exports 

and imports, which cannot be explained 
as due to incomplete or inaccurate 
statistical records or to the continuance 
of an unliquidated credit balance, the 
explanation must lie in the occurrence 
of one-sided transactions, as the result 
of either intent or accident. If the 
foreigners to whom a country has ex- 
ported on credit default in their pay- 
ments; if exported goods are lost at sea 
after they have been recorded as ex- 
ports, but prior to legal delivery to a 
foreigner; if gifts are made to persons 
in another country in money, or in 
goods which are recorded as exports in 
the trade statistics; if tributes, sub- 
sidies or reparations are paid to for- 
eign governments; if emigrants to a 
foreign country take with them money, 
or goods recorded as exports; these one- 
sided transactions will operate to 
create an export surplus which will be 
permanent, not in the sense that it is 
an export surplus which will persist 
after such transactions have ended, 
but in the sense that it is an export 
surplus which will not necessarily be off- 
set at a later period by a corresponding 
import surplus. To those who anxiously 
scan the trade statistics to discover 


American Export Trade and the Tariff | 


By Jacos Viner, Px.D. 
University of Chicago 


18 
> m 
whether the balance is “favorable” @ 
“unfavorable,” the above reasoning 
should contain a valuable hint as to th 
one certain method of assuringa “favor. 
able” balance of trade, i.e. an export 
surplus. By paying tribute or repam- 
tions to foreign countries, by having 
ships carrying exports sink at sea befor 
legal delivery to foreigners is made, by 
promoting gifts to foreigners abroad, 
by encouraging exports on credit to 
such foreign buyers as are most likely 
to fail to meet their obligations, a gov- 
ernment seeking to develop an export 
surplus will be employing means much 
more likely to ensure success than those 
commonly employed for that purpose. 

It is, of course, assumed in this 
analysis that services as well as tangi- 
ble goods are included in setting up the 
trade balance. In this connection it 
is proper to include as an export or im- 
port of capital service, as the case may 
be, the interest charges receivable or 
payable on capital loans from the one 
country to the other, just as the use by 
one country of another country’s ship- 
ping is to be included as an import of 
freight services by the former and an 
export of freight services by the latter, 
to be measured in each case by the 
amount of freight charges receivable 
or payable. 

Whether exports are regarded as 
being made in order to pay for im- 
ports, or, on the contrary, imports 
are regarded as being received as & 
return payment for exports, in either 
case imports and exports must in the 
long run, one-sided transactions such 
as those described above being dis- 
regarded, come to a_ substantially 
even balance. 
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It follows, therefore, that a protec- 
tive tariff, to the extent that it accom- 
plishes its object of restricting imports, 
must also have as an indirect effect 
the restriction of exports to a corre- 
sponding degree. It is almost a suf- 
ficient demonstration of this, as a long 
run proposition, to ask the question: 
If imports are reduced, and exports not, 
how will payment be received for the 
surplus of exports? In the short run, 
of course, the surplus exports can be 
handled and financed by loans to for- 
eign buyers, but such loans cannot 
accumulate indefinitely. The balance 
might for a time be paid for in gold. 
But this is clearly not a practicable 
method if the exporting country is on 
a paper currency basis, and has little 
use for gold for industrial purposes. 

Moreover, there are fairly definite 
limits to the amounts of gold available 
for the settlement of international 
balances, and long before even such 
limits were reached the flow of gold 
would result in price changes of a kind 
to end the export surplus and to termi- 
nate the inward movement of gold. 
As the gold began to flow in, it would 
accumulate in the banks as “actual” 
deposits to the credit of importers, and 
the use of these deposits, through 
checks, in the purchase of domestic goods 
and services would operate to force 
prices upward. The increased stocks 
of gold, moreover, would afford a basis 
for an expansion of credit by the banks 
in the form of “created”’ deposits, and 
when such expansion occurred, as it in- 
evitably would in time under these cir- 
cumstances, the use of these “created” 
deposits, by those to whose credit 
they had been established, in the pur- 
chase of goods, would result in a further 
rise in prices. As prices rise within 
the country, foreign commodities, 
which would not have undergone a 
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might even have experienced an ab- 
solute decline in price, will appear 
relatively cheap. Under the circum- 
stances, exports, being high in price as 
seen by foreigners, will decrease; im- — 2 
ports, being relatively cheap, will in- on 
crease. The export surplus will dis- 
appear, and the inward flow of gold — a 
willend. The trade balance will again 
be reéstablished on an even basis. Im-_ 
ports will be smaller in volume than — = 
before the enactment of the tariff, = rm 
so willexports. The tariff will have cut 
downexports, in terms of values, in pre-- a 
cisely the same absolute amountasit will 
have cut down imports. Citations, on Spee 
the principle of non post hoc, ergo non 
propter hoc, of empirical data ae = 
that enactments of new or increased = 
import duties were not followed = 2 
declines in exports, as — y 
that protective tariffs do not operate to 

restrict exports, are irrelevant to the 

issue. It is not seriously contended by — 
anyone entitled to a hearing that the 
adoption anew of a protective tariff, or 
the increase of existing duties, will in- 3 = 
evitably result, whether immediately _ 

or in the long run, in a reduction of cS = 
either imports or exports, regardless of © zie 

what other happenings may be con-— 
temporaneously recurring. All that is" ¥ a 
here contended, in any case, is that im-— 
port duties make the volume of im- 
ports and exports smaller than they a 
would have been, under the other pre- 
vailing circumstances, if the duties were _ 

not in foree. Under certain unusual 
and improbable conditions of éxtreme 
inelasticity in demand for foreign goods 
or extreme elasticity in supply of ex- 
port goods, the enactment of a tariff 
may conceivably increase the physical — 
volume of imports and exports. But 
these qualifications have been de- — 
veloped by those who are responsible 
for the above type of analysis, and none — ‘Wa 
of them would admit that they areof = 


corresponding rise in price 
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practical significance under ordinary 
conditions. 

Restrictions on imports of one kind 
may, it is true, stimulate increases in 
imports of another kind. Import duties 
on woolen goods, for example, may re- 
sult in an increase in the imports of 
raw wool, or of cotton goods, or silk 
goods. But there is no reason for be- 
lief that a protective tariff will cause an 
increase of imports as a whole, or of 
exports of any kind. 

The restrictive effect of the tariff on 
the export trade can be demonstrated 
from another, though a more super- 
ficial, point of view. The ability of 
foreign countries to buy American 
goods, credit being disregarded, de- 
pends upon their ability to pay for 
these goods through exports of their 
own products. The American tariff, 
by restricting their power to sell goods 
in the United States, restricts their 
power to buy American goods, though 
not necessarily in the same degree for 
any particular country. 

If the above reasoning is valid, it is 
clear that the American tariff operates 
to restrict the foreign market for the 
products of American industries, and 
that the burden of the American tariff 
is borne not only by consumers of the 
protected goods, but also by producers 
in American industries, who, in the 
absence of the tariff, could find markets, 
or could find enlarged markets, abroad. 

The full restrictive effect of the tariff 
on the export trade cannot be obviated 
through the system of customs draw- 
backs on dutiable materials imported 
for further fabrication and reéxport. 
The drawback system is inconvenient 
and expensive, and only industries 
engaging in export trade on a large 


geale can afford to take systematic 


advantage of its privileges. More 
important, even when fully used it re- 
moves only one of the minor handicaps 


to the export trade resulting from the 
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protective tariff. It still leaves jp 
full effect the restriction of the power of 
foreign countries to buy Americay 
products which results from the rm 
striction of their power to sell they 
products in the United States for ult). 
mate consumption in this country. | 
does not prevent the tariff from raisj 

the money prices which domestic jn. 
dustries must pay for domestic ray 
materials and for transportation, nor 
from raising the money wages (not the 
real wages) which they must pay fer 
American labor. A protective tariff 
operates to restrict export trade mainly 
by increasing the money costs of pro- 
duction, and therefore the money prices, 
of the products of the potentially ex. 
port industries in the protected market. 
The most comprehensive system of 
customs drawbacks is at best a mild 
palliative, and is far from being a com- 
plete remedy for the injurious effect on 
export trade of the protective tariff. 


IN TARIFF BARGAINING 


Threugh the use of the tariff for 
bargaining purposes, it is theoretically 
conceivable, of course, that the en- 
actment of import duties, with the 
proviso that through the negotiation of 
tariff treaties they may later be re 
moved in return for the repeal or re- 
duction of foreign duties on American 
products, may operate to increase 
rather than decrease the volume of 
exports. But countries making & 
practice of tariff bargaining often 
raise the tariff prior to the nego- 
tiations in order to have a basis for 
later reductions, and later fail to make 
reductions proportionate to the im- 
creases made as a preliminary to the 
negotiations. It is by no means 
certain that even in Europe prior to 
the war, where tariff bargaining was 
most extensively carried on, the net 
effect of tariff bargaining was to lower, 
rather than to raise, the average level 
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of tariffs. Past American experience 
with tariff bargaining has not been 
such as to warrant any great hopes that 
it can be effectively used by the United 
States as a means of promoting Amer- 
jean export trade. 

The peculiar difficulty of bringing 
tariff treaty negotiations to a success- 
ful conclusion in the United States, 
resulting from the necessity of ob- 
taining Senate ratification by a two- 
thirds vote for such tariff treaties, has 
operated in the past as an almost com- 
pletely effective obstacle to the suc- 
cessful use of this method by the 
United States. No tariff treaty has 
ever received Senate ratification and 
Congressional approval unless there 
were powerful political or strategic 
motives, as well as commercial ones, 
supporting the negotiations. The pu- 
nitive surtax provision in the present 
tariff act ' intended to secure the re- 
moval from foreign commercial legis- 
lation of provisions which discriminate 
against American trade as compared to 
the trade of other foreign countries, 
though it has been in effect now for 
four years, does not appear to have 
exerted the slightest trace of influ- 
ence on the course of foreign legisla- 
tion. Past experience does not warrant 
any confidence that tariff bargaining, 
whether by the concessional or by 
the punitive surtax method, can be 
employed with any marked effect to 
enlarge the markets for American ex- 
port trade. 

Loans by the United States to for- 
eign countries can, of course, tempo- 
rarily countervail the restrictive effects 
of the American tariff on American 
export trade, as can also an increase of 
the foreign demand for American goods 
resulting from improved economic 
conditions or growth of population 
abroad, or an increase in the efficiency 


‘Section 317 of the 
Tariff Act. 
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of American in the export 
industries. Such factors, however, ee 3 
the extent that they operate at all, aa 
operate in spite of the American tariff = 
policy, and not because of it. They 
are liable to be only temporary in their 
results. They do not prevent the 
tariff from exercising a restrictive ef- = 
fect on exports. All that they do is to | 
give rise to forces which work in ee 
direction counter to that in which the __ 
tariff works. They would operate 
with at least the same degree of force, — . 
and with more apparent effects on the é 
volume of exports, if there was no 
tariff. To repeat, exports do not 
necessarily decline after the introduc- pis 
tion or the increase of import duties, baal . 
but they are necessarily smaller in 
volume than they would have been 
under the other prevailing circum-— 
stances, if the tariff changes hadnot 
occurred. 
~ 
INCONSISTENCIES 


It must be conceded that the adverse ssa 
effects of tariff duties on export trade 
may be temporary only, and that under r Rout 
the shelter of the tariff, and largely be- 
cause of that shelter, industries may _ 
develop to a stage of efficiency suffi- __ 
cient to enable them in time to export — 
abroad on a substantial basis, as well as 
to control the domestic market. There 
are, in other words, real possibilities 
that protective tariffs may stimulate 
into more rapid development than | 
would have occurred in their absence — 
the productive capacities of a country, 
and may thus in the long run operate 
to increase rather than to restrict the 
volume of exports. The time, how- 
ever, for the broad application of “‘edu-_ 
cative” or “young industry” tariff 
protection has long passed in the — 
United States. In any case, what-_ 
ever may be the alleged reasons for the és : 
adoption of the protective tariff policy 
in any particular instance, once the 
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policy has been adopted it almost in- 
variably operates as a policy of pro- 
miscuous protection. Any industry 
which can organize and maintain an 
effective lobby, or which is located in a 
politically strategic section of the 
country, can in the United States se- 
cure more tariff protection than it can 
make use of. No serious attention 
has ever been paid by those who draft 
American tariff legislation to the de- 
gree of probability that any industry 
seeking protection would ever be able 
to establish itself as a healthy and 
fully self-supporting part of American 
industry. It is often said that the 
American free traders, if there still 
are any such, are academic dreamers, 
blind to the practical (that is, politi- 
cal) realities of the situation. But the 
free trader is in the most intimate con- 
tact with the practical realities, as com- 
pared to those who imagine that they 
can find an adequate defense for Ameri- 
can tariff policy as it has been in the 
past, is, and probably will continue to 
be into the indefinite future, in the 
possibilities of infant industry protec- 
_ tion or in other economically respect- 
able grounds. 

In the past the restrictive effect of 
the American tariff has been felt most 
keenly by the agricultural industries. 
By raising the general money cost of 
living and the money costs of produc- 
tion, the tariff has acted as a depres- 
sive influence on the prosperity and 


~. growth of American agriculture inso- 


far as its opportunities lay in foreign 
markets. In the main, American ag- 
riculture still undoubtedly loses more 
than it gains from the protective tariff 
policy. But the burdens of the tariff 
are rapidly shifting to the more efficient 
of the manufacturing industries, and to 
the shipping and mining industries. 
The benefits, such as they are, are now 
being divided in more even proportions 
between those manufacturing indus- 
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hall 
tries which continue to be ill-adapted 
to American productive conditions ang 
those branches of agriculture which 
both receive tariff protection and op 
their present scale of production cap. 
not fully meet the demands of the 
American market. 

The maintenance of the Americay 
tariff will not necessarily operate to 
prevent a further rise in American ex. 
ports. The growth of population, ip. 
creased foreign investments, the eco- 
nomic recovery of Europe, may result 
in an increase in American exports in 
spite of the tariff. But the American 
exports are less now, and will be less as 
long as the tariff policy is maintained, 
than they would be under free trade‘or 
under a lower tariff. No American in- 
dustry is as well-equipped to develop 
foreign markets as it would be in the 
absence of the tariff. There are many 
non-exporting American industries 
which could profitably export were 
it not for the adverse influence which 
the tariff has on their money costs 
of production. The fundamental tariff 
principle is that the tariff-maintained 
industry is an anemic industry kept 
alive by blood-transfusions from the 
healthy industries, and that these blood- 
transfusions weaken the latter. 

The restrictive effect on exports, 
however, is not one of the major sins 
of the protective policy. There is no 
special virtue in exports, which is not 
possessed in at least equal degree by 
imports. The widespread obsession 
with the superior importance of ex- 
ports rests on almost wholly fallacious 
grounds. The function of exports is to 
pay for imports, and in performing that 
function exports exhaust all their ca- 
pacity for national service. Of them- 
selves, exports are a loss, a drain on the 
country’s economic resources. It is in 
what is paid for them, namely, in the 
imports, that they find their only eco- 
nomic justification from the national 
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int of view. Special concern with 
the status of export trade has a sound 
basis only insofar as a flourishing ex- 
port trade means a flourishing import 
trade. There is economic warrant for 
official and non-ofiicial efforts to pro- 
mote export trade only because an in- 
crease in the foreign demand for Amer- 
jean goods results in a decrease in the 
amount of American goods which has 
to be exported in return for each phys- 
ical unit of import goods. Promotion 
of foreign demand for American goods, 
if it were accompanied by a rigid re- 
striction of the physical volume of for- 
eign goods which could be imported, 
would operate to reduce rather than to 
increase the physical volume of exports. 


we 


It should be a bitter dose ” medicine 
for our mercantilistically-minded of- 
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= 


ficials and business men, that theiren- __ 
ergetic, efficient and praiseworthy ef- 


forts to promote American export trade — 


tend to increase the physical volume of 


imports in greater ratio than the phys- — 
ical volume of exports. The essential | 
inconsistency between a tariff policy, — 


which places every possible barrier in Be 


the way of the free flow of imports, — 
and a policy of energetic promotion of | 
export trade should be obvious toeven 
But the re- © 

strictive effect on export trade of the | 
American tariff policy is but a minor 


the man on the street. 


element in the case for or against that 
policy. 
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United States Government Aid to Foreign Trade 
By Harry T. Px.D., Sc.D. 


Professor of Economics, University of Pennsylvania; formerly U. S. Trade Commissioner to Belgiuy 


HE United States has not been 

a great foreign trading nation dur- 
ing the past century for two reasons: 
first, because we did not need extensive 
foreign commerce to advance our eco- 
nomic welfare; and second, because we 
did not have sources of information 
which would enable us to carry on 
foreign commerce to the best advan- 
tage. Our status in this respect, how- 
ever, has now changed. 

The United States has now arrived 
at a stage in its industrial development 
where all national energy and capital 
are not absorbed in the solution of 
domestic problems. We can now pro- 
duce fifteen per cent in excess of our 
need for home consumption. We have 
therefore an urgent need for markets 
abroad—the great incentive to foreign 
commerce. Our sources of commercial 
information as now organized are in- 
ferior to none. There is available to 
American business accurate and timely 
information on every important 
world market. Among the agencies 
affording this information the offices 
and bureaus of the United States 
Government stand foremost. It is 
the purpose of this paper to describe 
this government information service. 


Funcrion or GovERNMENT 
INFORMATION SERVICE 

Success in foreign trade is based on 

a full knowledge of the needs and con- 
ditions in the foreign market. No 
individual firm or group of firms is in 
a position to obtain complete informa- 
tion for its own purposes. Even if 
such a thing were possible, conditions 
abroad change so rapidly and often in 
opposition to the trend of business 


developments in the United States, that 
it would require the constant preseng 
of an investigator abroad to keep jp. 
formation accurate and timely. The 
maintenance of such an expert in the 
foreign field would be impracticable fog 
any save the largest business organiza. 
tions, and even for such enterprises the 
securing of information on foreign con- 
ditions would be too costly an under. 
taking. It is the business of the United 
States Government, therefore, to pro 
vide American exporters and importers 
with information on general changes in 
market conditions abroad, on price 
movements, foreign production and 
costs, import and export statistics, 
changes in tariff policies, changing 
factors in competition, currency move- 
ments, patent and trademark legisla- 
tion, regulations governing commercial 
travelers, specifications for packing 
and labeling, embargoes, sales and 
stamp taxes, and on a thousand other 
similar and vital changes in foreign 
market conditions. This is the fune 
tion of the information service of the 
United States Government in foreign 
trade. 

This foreign service of the govern- 
ment is by no means limited to giving 
information regarding conditions—t 
plays a larger and more important 
réle. The data supplied to business 
men in the United States regarding 
foreign markets are supplied by govern- 
ment representatives abroad who re- 
side in certain territory in which they 
are stationed, but the duty of these 
representatives is by no means solely 
to supply their bureau in Washington 
with reports on conditions at their sta- 
tion. The course of foreign trade, like 
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that of domestic trade, does not always 
run smoothly. Difficulties arise—in- 
deed they multiply directly as the 
square of the distance. The adjust- 
ment of these difficulties offers a large 
field for government service to import- 
ers and exporters. The representative 
of the United States knows well the field 
in which he is located; he understands 
the customs and practices of this coun- 
try and he can advise in a more intelli- 
gent way than one whose experience is 
limited to domestic trade. When your 
customer abroad has acted in a way 
that is perplexing to you, the govern- 
ment representative in that foreign 
field may easily make clear to you that 
the conduct of the foreign buyer is 
quite in accordance with the business 
practices of the country concerned. 
The foreign representative of your 
government in Tokio, Buenos Aires or 
Vienna may show you convincingly 
the utter futility of suing to recover 
a just debt. The practices of the 
particular country may be such that 
in an individual case the cost of re- 
covery might exceed the total debt. 

Widespread belief exists that our 
diplomatic and consular representatives 
are our only official links with foreign 
lands. As a matter of fact we have 
other representatives abroad who look 
after our economic welfare as_ the 
diplomats look after our political wel- 
fare. These representatives are spon- 
sored either by the Department of 
Commerce or the Department of 
State. We may now turn to a con- 
sideration of their service to com- 
mercial interests. 


Work oF THE BurREAU 


The foreign information service of 
the Bureau of Foreign and Domestic 
Commerce has been in existence since 
July, 1905, when Congress appropriated 
thirty thousand dollars as compensa- 
tion and necessary traveling expenses 
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of “Special Agents to Investigate 
Trade Conditions Abroad with the 
Object of Promoting the Foreign Com- _ 
merce of the United States.” From 
this small beginning appropriationsand 
the resulting service have grown until wee 
in 1926 three million dollars is being __ 
spent for this purpose. During the 
first nine years of this Foreign Informa- 
tion Service (1905-14) commercial _ 
investigation abroad was carried on 
by traveling agents. A month before 
the outbreak of the World War, how- — 
ever, commercial attachés were sta- 
tioned at certain points abroad, for _ 
whose expenses one hundred thousand _ 
dollars was appropriated by Congress. _ 
Ten attachés were appointed under 
this authorization and stationed in 
London, Berlin, Paris, Buenos Aires, 
Peking, St. Petersburg, Rio deJaneiro, 
Lima, Santiago and Melbourne. Soon — 
after, additional service officers known — 
as Trade Commissioners were ap- | 
pointed for similar work abroad; they _ 
were assigned to make a commercial — 
survey of an entire country, or to — 
report on a specific industry, rather _ 
than to remain at the capitalasdidthe 
commercial attaché. From this small | 
beginning the list of commercial at- 
tachés, trade commissioners, andassist- —_ 
ant trade commissioners has increased _ 
until such information officers for — 
foreign trade are now located at the BY: #3 
following points: mE 
Bureau or Foreren anp Domestic CoMMERCE 
AND REPRESENTATIVES IN | 
CHARGE 
Cable addresses of foreign representativesofthe 
Department of Commerce “ Amcomat”’ in every 
case except Berlin, which is “Amcomatach,” 
and Calcutta, which is “Amcomatch.” Use 


FOREIGN OFFICES 


Western Union five-letter code when cabling to 
foreign offices of the Department of Commerce, — 


Alexandria, Egypt: William D. Mann, assistant —_ 
trade commussioner. 
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Barcelona, Spain: James G. Burke, trade com- 

Batavia, Java: Charles P. Goodhue, assistant 

Berlin, Germany: Fayette W. Allport, commercial 
attaché. 

Bogota, Colombia: William Boaz, commercial 
attaché. 

Bombay, India: Edward J. Sabine, assistant trade 

Brussels, Belgium: Edward V. D. Wight, acting 
commercial attaché. 

Bucharest, Rumania: Sproul] Fouché, acting com- 
mercial attaché. 

Br Aires, Argentina: H. B. MacKenzie, act- 

ng commercial attaché. 
Pa bong India: Charles B. Spofford, trade com- 


missioner. 
Turkey: Julian Gillespie, trade 


Harry Sorensen, com- 
mercial attaché. 

Habana, Cuba: Frederick Todd, commercial 
attaché. 

The Hague, Netherlands: Edward V. D. Wight, 
acting commercial attaché. 


Helsingfere, Finland: Emil A. Kekich, assistant 
trade commissioner. 

Johannesburg, South Africa: Perry J. Stevenson, 
trade commissioner. 

Lima, Peru: Lawrence W. 
attaché. 

London, England: William L. Cooper, commercial 
attaché. 

Madrid, Spain: Chas. H. Cunningham, com- 
mercial attaché. 

Manila, P. I.: Ollie M. Butler, trade commis- 
sioner. 

Melbourne, Australia: Julian B. Foster, assistant 

commissioner. 

Mezico City, Mexico: George Wythe, acting 
commercial attaché. 

Montevideo, Uruguay: Lew B. Clark, commercial 

attaché. 

_ Montreal, Canada; Walter J. Donnelly, assistant 
trade commissioner. 

Ottawa, Canada: Lynn W. Meekins, trade com- 
missioner. 


James, commercial 


Paris, France: Chester Lloyd Jones, commercial 
attaché. 

Peking, China: Julean Arnold, commercial 
attaché. 

Prague, Czechoslovakia: James F. Hodgson, com- 

mercial attaché. 
Riga, Latvia: Carl J. Mayer, commercial attaché. 

Rio de Janeiro, Brazil: A. O. Pierrot, acting com- 
mercial attaché. 
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Rome, Italy: Henry C. 
attaché. 

San Juan, P. R.: H. P. Macgowan, trade com. 

Santiago, Chile: Ralph H. Ackerman, commer. 
cial attaché. 

Sao Paulo, Brazil: W. 
missioner. 

Shanghai, China: George C. Howard, trade com. 

Stockholm, Sweden: T. O. Klath, commercia] 
attaché. 

Sydney, Australia: Elwood G. 
commissioner. 

Tokio, Japan: Charles E. Herring, commercial 
attaché. 

Vienna, Austria: H. Lawrence Groves, commer. 
cial attaché. 

Warsaw, Poland: Ronald H. Allen, acting com. 
mercial attaché. 


MacLean, commercigj 


E. Embry, trade com. 


Babbitt, trade 


SmootHine Out THE RovucH Ptaces 


The commercial attaché is appointed 
by the Secretary of Commerce, and 
accredited by the Department of 
State. He is a commercial expert with 
diplomatic standing in the country 
where stationed. Located at the cap 
ital, his function is to investigate and 
report on industrial, financial and com 
mercial matters of concern to American 
business men. Although this is his 
primary function, he spends no small 
amount of time creating “good will for 
American goods” and smoothing over 
misunderstandings. His greatest serv- 
ice lies in this latter field—as “‘ Ambas- 
sador of Trade”—rather than as a 
commercial promoter. 

That trying situations arise in in- 
ternational commerce is inevitable. 
The commercia! attaché as the advo- 
cate of American business can acquaint 
himself with the details of each particu- 
lar case and represent personally the 
American exporter who may be thou- 
sands of miles away. For example, 


after the Armistice the American com- } 
mercial attaché at Paris went into the 


occupied territory of Germany and 
obtained the release of goods pur- 
chased by American importers, when 
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the French had placed an embargo on 
the export of German goods. The 
American trade commissioner at Con- 
stantinople went to Angora immedi- 
ately after Kemal Pasha set up his 
Turkish capital there; returning by 
a different route, he brought back 
valuable information regarding the 
economic needs of the new-born re- 
public. Commercial attachés and 
trade commissioners are continually 
investigating the business standing 
of foreigners desiring to buy American 
goods without making cash payments. 
They also help to facilitate the col- 
lection of disputed debts, and have on 
occasion saved our business men from 
expensive law suits abroad. 

The diagram on p. 137 shows the or- 
ganization of the Bureau at Washington. 

American business men, however, 
are more interested in service than in 
administration. Of greater concern to 
them is the character and timeliness of 
the information given, and the assist- 
ance to be expected. The Bureau of 
Foreign and Domestic Commerce was 
reorganized in 1921 by Mr. Hoover 
shortly after he became Secretary of 
Commerce. A_ rearrangement of 
groupings brought it into accord with 
business by making its divisions cor- 
respond to the large industrial groups 
which carry on the productive activi- 
ties of the United States. His second 
step was to choose, as heads of the new 
commodity divisions, men from the 
business world who knew the needs of 
business in their special lines. Follow- 
ing are the various divisions of the 
Bureau and their respective chiefs: 


DIVISION OF REGIONAL INFORMATION 


Chief of division: Louis Domeratzky. 


Europe: Clayton Lane. 
4 


Far East: C. K. Moser. 


COMMODITY DIVISIONS AND CHIEFS 


Agricultural Implements: George B. Bell. 


Automotive: Irving H. Taylor, acting chief. 
Chemical: Charles C. Concannon. 

Electrical Equipment: D. S. Wegg, acting chief. 
Foodstuffs: Edward G. Montgomery. 

Hides and Leather: Wilbur J. Page. 
Tron-Steel-Hardware: Luther Becker. 

Lumber: J. C. Nellis, acting chief. 

Machinery: Walter H. Rastall. Sah 
Minerals: Joseph S. McGrath. a if. 
Paper: John Matthews, Jr. ahr 
Rubber: Everett G. Holt. 7 

Shoe and Leather Manufactures: Arthur B. But- 


man. 
Specialties: Eric T. King. 
Textile: Edward T. Pickard. 
Transportation and Communication: Alexa 
V. Dye. 
TECHNICAL DIVISIONS AND CHIEFS 
Foreign Tariffs: Henry Chalmers. 
Commercial Laws: C. J. Junkin. 
Finance and Investment: Grosvenor M. Jones. 
Statistical Research: E. Dana Durand. 
Statistics: John Hohn. 
Commercial Intelligence: Arthur S. Hillyer. 
Domestic Commerce: A. Heath Onthank. 
ADMINISTRATIVE DIVISIONS AND CHIEFS 
Editorial: Griffith Evans. 
Correspondence: Royal H. Brasel. 
District Offices: Harold Dotterer. 
Foreign Service: Walter L. Miller. 


Service RENDERED 


After arranging the divisions of the 
Bureau in accord with the business 
grouping of American enterprise, and 
after placing business men in charge 
of each division at Washington, Mr. 
Hoover took the third logical step 
—by making the information serv- 
ice timely. No one knew better than 
he that the business man must make 
decisions on the basis of whatever in- 
formation he can get. However desir- 
able to have complete information on 
a problem before determining a course 
of action, the executive seldom finds 
this possible. Secretary Hoover and 
Dr. Julius Klein, Director of the Bur- 
eau, have the business instinct; they 
know that sixty per cent of the informa- 
tion on a business problem, in hand 
before the decision must be rendered, 
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cent two weeks after the decision has 

been made. Director Klein therefore 

cables where former directors wrote. 
The Bureau now affords American 
executives a brief, accurate summary of 
yesterday's trade conditions, rather 
than a voluminous description of 
business opportunities of two months 
ago. An ounce of “now” is worth a 
pound of “some time ago,” and this 
epitomizes the Bureau’s attitude toward 
the present information system. 

The actual service afforded is of two 
kinds—general and specific. The gen- 
eral service appears in the form of 
reports and bulletins on trade condi- 
tions and opportunities for American 

exports in world markets. The follow- 
ing recent publications of the Bureau 
(a few out of many) will illustrate this 
type of service and show the great 
variety of subjects covered: 


Recent Reports sy THE Bureau or ForeiGn 
AND Domestic COMMERCE te tae 

Packing for Export 
Commercial Handbook of China : 
Commercial Travelers’ Guide to Latin America 
Stowage of Ship Cargoes 
Caribbean Markets for American Goods 
Railways of Mexico 
Paper Work in Export Trade 

| Selling in Foreign Markets 
Canned Foods in Western Hemisphere 
Rubber Production in Amazon Valley 
Peruvian Public Finance 
Advertising Methods in Japan, China, and the 
Motor Roads in Latin America 
International Trade in Cement _ La 
Merchandise Warehouse in Distribution 
Foreign Capital Investments in Russian 

Industries and Commerce 


Glossary of Automotive Terms and Instruc- 


tions to Exporters 


These bulletins, and hundreds of 
other similar publications on foreign 
trade subjects published by the Depart- 
ment of Commerce, may be obtained 
for relatively small sums from the 

' Superintendent of Documents, Gov- 
' ernment Printing Office, Washington, 
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D. C., or from any of the district 
offices of the Bureau. 

The specific service is more extensive 
than the general, and far more valuable. 
Individual inquiries by the thousand 
are answered each month and through 
these replies American business men 
receive expert advice on the specific 
foreign trade problem before them. 
The service afforded is by no means 
limited to that coming from the Wash- 
ington office of the Bureau of Foreign 
and Domestic Commerce. Scattered 
throughout the United States are 
seventeen district offices, and thirty- 
five co-operative offices, all of which 
offer similar service to their commu- 
nities. The following list gives the 
location of these offices, together with 
the present managers and secretaries: 


DISTRICT OFFICES AND MANAGERS 


Central Mississippi: Thomas L. Gaukel, 1201 
Liberty Central Trust Co. Building, St. 
Louis, Mo. 

Central Pacific: Leonard B. Gary, 310 Custom- 
house, San Francisco, Calif. 

Des Moines, Iowa: Brice M. Mace, U. S. Court 
House Building. 

Detroit, Mich., H. H. Tewksbury, 607 Free Press 
Building. 

Galveston, Tex.: Walter N. Pearce, 309 Post 
Office Building. 

Great Lakes: Frederic L. Roberts, Room 845, 33 
South Clark Street, Chicago, IIl. 

Houston, Tezx.: Ernest L. Tutt, Chamber of 
Commerce Building. 

Louisville, Ky.: Prentiss M. Terry, Board of 
Trade Building. 

Memphis, Tenn.: William B. Henderson, Cham- 
ber of Commerce Building. 

Minneapolis, Minn.: Ernest M. Zevickel, 
Federal Building. 

New England: Harvey A. Sweetser, 1801 Custom- 
house, Boston, Mass. 

New York, N. Y.: Albert J. Barnaud, 734 Cus- 
tomhouse. 

Philadelphia, Pa.: Samuel H. Day, 20 South 
Fifteenth Street, Room 812. 

Portland, Ore.: James E. Peebles, 215 New Post 
Office Building. 

Seattle, Wash.: Shirl H. Blalock, 515 Lowman 


Building. 
South Atlantic: Harry O. Mitchell, acting mana- 
ger, 588 Post Office Building, Atlanta, Ga. 


A 
j 


Office Building, New Orleans, La. 


CO-OPERATIVE OFFICES AND FOREIGN TRADE 
SECRETARIES 
Akron, Ohio: W. W. Hall, Chamber of Com- 
merce. 


Baltimore, Md.: George H. Pouder, Export and 
Import Bureau, Association of Commerce. 
Birmingham, Ala.: J. D. Ingram, Chamber of 


: Alpheus Winter, Manufac- 


Charleston, 8. C.: ill F. Church, Chamber of 
Commerce. 
Chattanooga, Tenn.: E. D. Stratton, 1301 Market 
Street. 
Cincinnati, Ohio: Malcolm M. Stewart, Chamber 
of Commerce. 
Cleveland, Ohio: M. E. Woods, Chamber of Com- 


merce. 
Columbus, Ohio: Avery G. Clinger, Chamber of 
Commerce. 

Dallas, Tez.: M. L. Bohan, Chamber of Com- 


merce. 
Dayton, Ohio: Sam C. Davis, Chamber of 
Commerce. 
El Paso, Tex.: D. A. Bandeen, Chamber of Com- 
merce. 
Erie, Pa.: J. K. Shields, Chamber of Commerce. 


_ Fort Worth, Tex.: Drexel G. Foreman, Chamber 
of Commerce. 
Indianapolis, Ind.: C. G. Dunphy, Chamber of 
Jacksonville, Fla.: 
Los Angeles, Calif.: Clarence H. Matson, Cham- 
of Commerce. 
Lowell, Mass.: George F. Wall, Chamber of 
Commerce. 
Milwaukee, Wis.: H. W. Gehrke, Association of 


.. Myron T. Sprague, Chamber of 


Muncie, Ind.: Jacob Jones, Chamber of Com- 
merce. 

Newark, N. J.: C. J. Fagg, Chamber of Com- 
merce. 

Norfolk and Newport News, Va.: H. M. Thomp- 
son, Hampton Roads Maritime Exchange. 

Orange, Tex.: Louis M. Shepardson,*Chamber of 
Commerce. 

* Pensacola, Fla.: J. B. Morrow, Chamber of Com- 


merce. 
Pittsburgh, Pa.: Albert J. Stowe, Chamber of 

Commerce. 

Providence, R. I.: Edward C. Southwick, Cham- 


ber of Commerce. “A 


Walter Gardner, Chamber of 
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Gulf: John S. Goff, acting manager, 322 Post Richmond, Va.: W. T. Dabney, Chamber gf 
Commerce 


Rochester, N. Y.: S. R. Peabody, Chamber ¢ 
Commerce 


San Diego, Calif.: H. R. Jackson, Chamber q 

Commerce. 

Syracuse, N. Y.: F. M. Varah, Chamber ¢f 

Commerce. 

Tacoma, Wash.: T. A. Penhale, Chamber of Com. 
merce. 
Toledo, Ohio.: Leonard J. Gans, Chamber of 

Commerce. 

Trenton, N. J.: George E. Mace, Chamber of 

Commerce. 

Worcester, Mass.: Joseph H. Lane, Chamber of 

Commerce. 

The table on following page shows 
the number of commercial services 
rendered by the Bureau of Foreign and 
Domestic Commerce in Washington 
and its eleven district offices in the 


United States during the fiscal years 


1922 to 1926. 


SERVICE OF THE STaTE DEPARTMENT 


Valuable assistance from the govern- 
ment is afforded also by the Depart- 
ment of State. Officers of this depart- 
ment protect American commercial 
interests through diplomatic channels. 
They serve in preventing discrimina- 
tion against American goods. They 
promote our national welfare in trea- 
ties, international law and friendly 
relations; while foreign representatives 
of the Department of Commerce are 
direct promoters of trade—they find 
new markets and stir up stagnant ones. 
The co-operation of the diplomatic 
with the commercial renders the service 
most effective. 

In Washington the State Depart- 
ment has at its service a corps of eco- 
nomic advisers. Such an adviser is 
not concerned primarily with trade 
promotion but rather with the economic 
relations of such international questions 
as come within the jurisdiction of the 
Department of State. He is adviser 
rather than promoter. He looks at 
policies rather than practice. He uni- 
fies and co-ordinates matters within the 
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, Fiscal year ended June 30— 
Items 
1922 1923 1924 1925 1926 
er Trade Opportunities: 
Number of opportunities 
2,960 4,290 3,846 
Number of cases in which reserved in- 
127,385 332,127 345,784 
Trade lists (lists of foreign merchants) 
number of copies...............++. 71,900 181,049 417,195 
Special informational circulars (mimeo- 
graphed) number of copies. ........ 350,000 1,000,000 3,100,000 
Visitors to district offices, number... .... 51,497 67,401 
Pages of printed material issued. ....... 11,328 10,685 14,036 
services rendered 
Total services rendered. ............. 1 505,661 1 881,521 1 1,168,972 
Commodity— 
“Agricultural implements. .......... 6,210 14,014 28,353 
210,877 6,711 
ce 7,456 27,918 2,288 
2,829 13,668 16, 
4,114 14,407 19, 894 
3,803 10,211 11,803 
Technical— 
Finance and investment........... nenane 7,660 13,726 
Statistics (foreign trade)........... 10,996 23,530 28,711 
5,244 15,193 20,940 
Tariffs bb des 16,300 19,764 25,730 
320,377 246,724 215,887 
nal an and recisesification of above—| 
6+ 20,619 132,486 232 
5,905 29,287 49,917 
Western Eurogs. 32,378 339,679 


1 Does not include services rendered by the foreign service of the bureau and by the ti 4 


Coal and petrol 
“Coal.” 
‘Petroleum only. 


Department. Much of his time is 
given to questions of foreign invest- 
ment, commercial treaties, tariff poli- 
cies—questions which concern the 
country rather than any particular 
trader. Though he is not directly 
available for -specific inquiry, the 
results of his investigations serve the 
interests of American business abroad. 
Through co-operation the material 
thus assembled is available for publica- 
tions of the Department of Commerce. 
Thus reports of consuls scattered 
throughout the world reach the public 
—202 American consuls in Europe, 


q 


America, thirty-three in South Amer- | a 
ica, twenty-three in the West Indies, 


three in Africa and seventeen in Aus- f 
tralasia. | 


Data ON 
CoNFERENCES 


To afford information by reports 3 a 
only one of many services of the govern- _ 
ment. In Washington and in all the © 
district offices of the Bureau of Foreign 
and Domestic Commerce there are on 
file, trade opportunities abroad, sales- 
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ae information reports on foreign im- inferior to none. Under our former 
porters, trade directories, samples and haphazard scheme commercial informa- 
p exhibits of foreign merchandise. Per- tion trickled into Washington from 
_ sonal conferences are arranged between every quarter—unsystematized, un- 
ae American exporters and commercial digested and untimely. To-day 4 
__ atttachés, tradecommissionersorconsuls force of experts covers every impor- 
_ who have returned from their foreign tant market of the world. Their re. 
posts. Interviews with such men prac- ports are thoroughly systematized, 
tically bring the foreign market to the digested and timely. To-day Ameri- 
American exporter’s home town. can business can follow the foreign 
_ _Qur system of government aid to market as readily and satisfactorily 
* foreign trade is recognized to-day as_ as it does the domestic one. 
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What Other Governments Are Doing in Regard to 
Trade Information Service 


HE service which a government 

performs in the promotion of the 
foreign trade of its citizens begins in the 
work of its executive department in 
creating the foundation of commercial 
intercourse—the negotiation of com- 
mercial treaties. It is continued in the 
legislative branch, where ratification 
of these treaties is effected and where 
resides the authority for assisting 
foreign trade by means of subsidies, 
export credits acts and numerous other 
types of legislative enactments designed 
to this end. The scene then shifts 
back to the executive branch where, 
under its foreign office or department 
of state, the consular corps carries on, 
along with its multitude of other 
duties, the task of forwarding reports 
of a commercial interest. 

In recent years, under the pressure 
of post-war economic conditions, vari- 
ous governments have begun to treat 
in a more intensive way the problem of 
providing accurate commercial infor- 
mation for their citizens. For this 
purpose various methods have been 
uséd, the principal one being the 
organization of special corps of experts, 
known as commercial attachés, com- 
mercial counsellors, commercial secre- 
taries, trade commissioners, etc., sta- 
tioned abroad at strategic points. The 
commercial attaché service is mainly a 
post-war development. The extent 
to which this type of service has grown 
in recent years is indicated by the fact 
that to-day thirty-eight governments, 
besides our own, maintain commercial 
envoys in something like 246 foreign 
posts. 


By E. Groseciose 
Special Agent, Bureau of Foreign and Domestic Commerce, Washington, D. C. 
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Space will not permit more than a — 
sketch of the information services 


which have been built up by various ies 


foreign governments since the war and | 


we must confine ourselves to a de- 


scription of only the more important — 
ones and a discussion of their salient 
characteristics. 


Extensive Work or Great BRITAIN 


The story properly begins with i 
Great Britain, which was the first tode- _ 
velop an extensive foreign information _ 


service, through the agency of the © ES, 


Department of Overseas Trade, which 
is the central source of foreign trade | 


information obtained by the British 


business man through governmental — 
channels. Its commercial secretaries — 
(attachés) visit him at frequent inter- _ 
vals, sharing with him the personal and 
intimate information they have gleaned _ 


from their residence at foreign posts; 


its weekly Board of Trade Journal 
provides him with news of outstanding 


commercial developments abroad; and 


if he is on the special register list, he 
receives confidential 


interest. Should he be an importer, he 


may visit the fairs and sample rooms — 
which the Department of Overseas _ 


Trade maintains in the principal cities 
for the display of colonial and foreign — 
wares; or, if he is an exporter, he may 
either send his own samples through 


the Department to be exhibited inthe 


offices of the commercial secretaries 
and trade commissioners abroad, or 
secure from it lists of agents and 


prospective buyers. 


mimeographed 
items on particular developments of 


wh 
| 


The Department of Overseas Trade, 
which plays so important a part in 
providing commercial intelligence to 
the overseas trader, has developed in a 
rather interesting manner. Until 1917 
British governmental activities for the 
promotion of its foreign trade had been 
conducted through two departments of 
the government—the Board of Trade 
and the Foreign Office. The Board of 
Trade included several more or less 
unrelated departments having to do 
not only with commercial intelligence 
and commercial statistics but also with 
marine matters, mines and patents; 
while the Foreign Office had a commer- 
cial department which collected com- 
mercial data from diplomatic and con- 
sular offices abroad. This information 
was primarily for its own needs, but 
some of it was handed over to the 
Board of Trade for dissemination 
through the Department of Com- 
mercial Intelligence—a bureau which 
had been in existence since 1899. 

The first move for a reorganization of 
its agencies for foreign trade promotion 
was made in 1916, when the Secretary 
of State for Foreign Affairs and the 
President of the Board of Trade reached 
an agreement for the organization of a 
commercial intelligence service with a 
corps of trade commissioners and com- 
mercial secretaries under the joint con- 
trol of the two ministries. The fall of 
the Asquith Ministry, however, de- 
layed the execution of this plan, and 
under the Lloyd George régime a new 
committee was appointed to “report on 
the best form of organization for 
promoting foreign trade.” This com- 
mittee, however, could not agree as to 
whether the proposed new organization 
should be under the control of the 
Foreign Office or under the Board of 
Trade; and the outcome was com- 


 _promise—the creation of the Depart- 


ment of Overseas Trade. 
The problem confronting the British 
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was that which every nation with over. 
seas trade interests inevitably faces 
the necessity of choosing sooner o¢ 
later between the policy of making 
foreign trade promotion a purely com. 
mercial function entirely divorced from 
the political activities of the govern. 
ment, and the policy of placing the 
collection of overseas trade information 
entirely in the hands of the Foreign 
Office, so that the control of all foreign 
activities of the government might be 
centralized. 

A commercial intelligence staff which 
confines its work to gathering trade in. 
formation, and assisting in promoting 
its country’s commercial interests, en- 
joys certain advantages in its work 
which one directly connected with the 
political activities of its government 
does not. Its work is regarded with 
less suspicion, its outlook coincides 
more closely with the commercial in- 
terests it serves, and it is less restricted 
by purely political considerations. On 
the other hand, commercial representa- 
tives, formally an integral part of the 
diplomatic service, generally enjoy a 
greater prestige and have access to 
sources of information from which the 
former are excluded; while their ef- 
forts toward promoting trade carry a 
degree of political influence which may 
be of considerable value in certain parts 
of the world. 

Some European governments have 
made the commercial attaché a dis- 
tinctly political officer. This is true of 
Denmark, the Netherlands, and Bel- 
gium. In France, Italy and Japan, on 
the other hand, these officials operate 
under the ministries of industry and 
commerce. The British compromise, 
somewhat unique, provides for a sort of 
coalition between the diplomatic and 
commercial departments of the gov- 
ernment. The Department of Over- 
seas Trade is underslung, so to speak, 
from the two parent organizations. 
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OrHER GOVERNMENTS SERVICE — 


Under the joint control of the Board 

of Trade and the Foreign Office, it 

is equally responsible to both, draw- 

ing its interpretation of commercial 

policies from the one, and of foreign 
policies from the other. 

tending fanlike from the home 
base are the foreign representatives 
of the Department of Overseas Trade 
who, within the Empire, are known as 
trade commissioners and imperial trade 
correspondents, and in foreign countries 
as commercial counsellors and com- 
mercial! secretaries attached to the 
various diplomatic missions. Divided 
into nine classes, the service ranges 
from the commercial counsellor, who 
enjoys a rank above that of even the 
diplomatic secretaries, down to the 
imperial trade correspondents who are 
private citizens receiving a nominal 
salary for forwarding reports to the 
Department. 

To coérdinate the various official 
intelligence services, the commercial 
counsellor or secretary exercises com- 
plete supervision over the commercial 
work of the consular service in his 
district. As their superior officer he 
may not only request reports directly 
from the consuls but he may codrdinate 
their activities and assign them duties. 
Being members of the same corps, men 
are frequently transferred from the 
consular service to the commercial sec- 
retary and trade commissioner service 
and vice versa. 

Illustrative of the manner in which 
the commercial and consular services 
co-operate is the organization of the 
British Government’s commercial intel- 
ligence work in China. Here the 
principal commercial representative of 
the Department of Overseas Trade is 
the commercial counsellor, whose rank, 
as has been indicated, is that above the 
first secretary of the legation, and 
whose salary is higher than any member 


of the consular service in China. 
- 


us 
Under him are two commercial secre- __ 
taries, ranking with second secretaries _ 
of the legations. He frequently re- 
quests reports and information from 
the consular service, and copies of all — ra La 
commercial reports made by the con- 
suls must be sent to his office. All ae 
trade inquiries received by the consuls ; e 
are forwarded to him for reply. The 
consuls are obliged to prepare for him | 
each quarter “intelligence reports” 
covering trade developments and con- 
ditions in their ‘respective districts; 
while the consuls-generals forward to 
him their annual reports, from which 
he prepares his annual general survey __ 
of the country. ae 
The distinction between the Ameri- _ 
can and British service may here be  __ 
pointed out. The American commer- _ 
cial attaché is primarily a reporting | 
officer and exercises no jurisdiction over 
the consular corps, although underthe _ 
Executive Order of April 4, 1924, he 
may communicate directly with the _ 
consuls in his area and request their 
co-operation. The Bureau of Foreign 
and Domestic Commerce being, of 
course, entirely independent of the 
State Department and not, as is the 
Department of Overseas Trade, an 
appendage of the Foreign Office,hasno 
direct supervision over the consular 
corps. The success of either plan— 
British or American-—depends entirely — 
upon the generz| spirit of co-operation _ 
which prevails, and in neither case can 
it be said that there has been any 
serious lack of coirdination. 
The British system of distributing 
foreign trade information is very 
comprehensive. The D. O. T. is 
organized by commodity, technical 
and geographic divisions, and is staffed 
by experts drawn from the industries _ 
themselves. It recalls its overseas — 
representatives at frequent intervals 
for the purpose of touring the manu- 


facturing and trading districts, in _ 
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order to give personal advice and coun- 
sel upon matters with which their 
services have made them familiar. In 
addition to this close personal contact, 
information is disseminated by means 
of press releases, the weekly Board of 
Trade Journal, and by a special 
register service for confidential infor- 
mation. No district office service has 
been organized as in this country, since 
the size of the British Isles has made 
this unnecessary; but local chambers 
of commerce are closely affiliated with 
_ the government’s organization. The 
_ Department of Overseas Trade main- 
tains the most cordial relationships 
_ with representative commercial bodies 
in the United Kingdom—such as the 
_ Association of British Chambers of 
Commerce, the Federation of British 
Industries, individual chambers of 
- commerce, and the many trade asso- 
 ciations in specific industries—and 
frequently sends out special missions 
to investigate markets for particular 
- commodities in which they may be 
interested. 
_ Qne of the most interesting of the 
_ British services is the organization 
of the British Industries Fair, for which 
_ approximately £70,000 is appropriated 
annually. Under the present system 
a fair is held in three cities concurrently 
—Lendon, Birmingham and Glasgow— 
_ the London Fair being directly operated 
_ by the Department of Overseas Trade, 
_ the other two being under its auspices, 
_ but managed by local chambers of 
commerce in those cities. The British 
Industries Fair is not a mere exhibition, 
_ but rather a trade fair to which bona 
_ fide buyers can resort for the purpose 
of inspecting goods. An important 
_ division of this work is the Foreign 
_ Samples and Catalogue Section, which 
has gathered extensive information 
regarding foreign products in which 
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United Kingdom permanent exhibits 
of samples and catalogues of foreign 
goods. The London Fair is held in th. 
Crystal Palace, which is the larges 
exhibition building in the world; by 
applications for space are usually jp 
excess of that available. 

The high scale of salaries prevailing 
in the British service, in comparison to 
salaries paid to American officers of 
like rank, is indicative of the impor. 
tance with which this service is regarded 
in Great Britain. Including post and 
representation allowance, which ar 
usually one of the prerequisites granted 
by European governments to their 
foreign services, the salaries for the 
British overseas trade promotion off- 
cers range upward from £1,346 ($6542) 
and £1,678 ($8155) for Grade II trade 
commissioners to £2,471 ($12,009) and 
£3,570 ($17,350) for commercial coun- 
sellors. 

In addition to the commercial at- 


taché service of the British Govern. | 


ment, which is charged with the duty 
of assisting not only the trade of the 
mother country but of the Dominions 
as well, the Dominions themselves 
have built up commercial intelligence 
services of their own. Canada is 
foremost with twenty-four offices 
abroad, eleven of which are within the 
confines of the Empire; while Aus- 
tralia maintains trade commissioners 
in six different countries, and the Union 
of South Africa has at present four 
representatives in markets in which it 
is interested. 


FrenNcH INFORMATIVE SOURCES 


The French business man has sources 
of information and assistance to draw 
upon which are as varied as those to be 
found in this country or in Great 
Britain. His government, in its anxi- 
ety to assure him every aid, not only 
provides him with an extensive com- 
mercial attaché and consular service 
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and a series of “commercial offices” 
abroad, but in addition subsidizes 
French chambers of commerce in 
ertain foreign countries. Fairs are 
organized for his benefit; the commer- 
dal attachés are frequently recalled in 
order to give him their personal aid; 
sample and conference rooms are 
rovided him in foreign cities; the 
Moniteur Official is published for his 
information, while his letters and 

nal emissaries are given every 
attention by the foreign corps and 
domestic staff of the government. 
There is this difference however. This 
labor is not poured out with lavish 
generosity as here, as certain fees are 
charged for the services performed, 
and these fees form a considerable 
item of revenue. 

The Office National du Commerce 
Exterieur, which is the radiating center 
for French commercial intelligence 
activity and which corresponds to our 
Bureau of Foreign and Domestic 
Commerce, was organized in 1898 as a 
subsidized private agency. By Act of 
the French Parliament of August 25, 
1919, it was made a public department 
under the control of the Ministry of 
Commerce and Industry; but its 
activities are still supervised by a non- 
official advisory committee drawn from 
French commercial interests. Branch- 
ing out from it in one direction is the 
commercial attaché and consular serv- 
ice, whose work it directs; and in the 
other, a district office service scattered 
throughout France. 

The French district office service, 
which carries on an unusual variety of 
© | activities, was organized through the 
W | instrumentality of the Comité National 
Me | des Conseillors du Commerce, a semi- 


2°? 


at | official organization with headquarters 
i- |in the same building as the Office 
Y | National du Commerce Exterieur but 
| with a membership drawn from all sec- 
| tions of France. 
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In addition to acting 
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as distributors of the commercial in- 
formation received from abroad, they 
exchange information, and foster con- 
ferences among merchants and manu- 
facturers interested in foreign trade. 

The French commercial attaché, in 
addition to actingas technical counsellor 
of the diplomatic mission to which he is 
attached, is particularly charged to 
assist French trade by reporting on 
tariff legislation, commercial condi- 
tions, markets for particular products, a 
foreign and local competition, selling 
methods, and the general economic 
position of the country in which he 
works, and to assist directly French 
business interests by furnishing advice 
and names of possible agents, by 
distributing catalogues and samples, 
or by providing office accommodations 
for their commercial travelers. He has 
complete control over the other com- 
mercial services in the country to which 
accredited, including the activities of 
the consular corps and the French 
chambers of commerce. In order to 
assure that his work shall accord 
directly with the export needs of French 
producers, he is frequently recalled to 
the homeland, spending approximately 
one-half his time there in conference 
with producers, merchants and ex- 
porters. 

As in other countries, the French 
service has grown rapidly since the war. 
Prior to 1913 there were only six 
commercial attachés, while at present 
there are about forty-five. Their work 
enjoys special support through the 
provisions in the law of August 25, 
1919, by which the revenue necessary 
for carrying on French trade promotion 
activity is derived from a special tax on 
imports and exports. The tax has 
regularly produced more funds in 
recent years than have been appropri- 
ated: of an estimated yield for 1925 of 
$862,500, the excess returned to the 
Treasury amounted to $290,325. 
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Contrary to the British system, the 
French commercial attaché is not a 
fonctionnaire, a permanent member 
of the civil service. Commercial at- 
tachés are commissioned for only a 
short period, not exceeding five years, 
and are subject to removal. They are 
chosen in co-operation with a commit- 
tee composed of business men and 
manufacturers. 

In addition to the commercial at- 
taché and consular service, the French 
Government maintains in the principal 
cities of the world a number of “‘Com- 
mercial Offices” for the sole purpose of 
providing facilities to French exporters 
for establishing contacts. Every effort 
has been exerted to make them as 
practical as possible and to keep them 
in personal touch with business. Al- 
though they are under the personal 
supervision of the commercial attaché, 
they are administered by a committee 
composed of expert manufacturers and 
merchants and are managed by a 
trained staff along business lines. 
They are active in organizing exhibi- 
tions; and their exhibitions in London, 
Zurich} Basel, Madrid, Barcelona, Am- 
sterdam and Bucharest have been 
successful in gathering in trade for the 
exhibitors. In addition to organizing 
exhibits and rendering direct assistance 
to French commercial travelers abroad, 
they obtain responsible agents for 
French houses, furnisb information 
concerning tariffs, customs, and busi- 
ness practices, assist in cases of litiga- 
tion arising between !'rench firms and 
foreign customers, aid French citizens 
in seeking employment in commerce or 
manufacturing abroad, and distribute 
catalogues and advertising matter. 

Buttressing the official agencies out- 
lined above is the network of French 
chambers of commerce, between forty- 
five and fifty in number, which are 
supported by government subsidy, and 
the French foreign banks, both of which 


are definitely united with the govem. 
ment in the work of providing foreign 
trade information. 
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Italian business interests have begm 
to realize that if foreign markets are ty 
be found or retained for their surphy 
production of textiles, felt hats, auto. 
mobiles and foodstuffs, government 
assistance must be enlisted. A com. 
mercial information service had bee 
provided by the government as early 4s 
1878, but its activities were very lim. 
ted until shortly after the war, whe 
the corps of commercial attachés and 
commercial agents was transferred 
from the direction of the Ministry of 
Foreign Affairs to the Ministry ¢ 
Industry and Commerce (now called 
the Ministry of National Economy), 
The government at the time proposed 
the creation of a special organization 
to aid manufacturers in marketing 
their products abroad, but public 
opposition arose and these plans wer 
abandoned. 

The matter has now been revived by 
the passage of resolutions at a meeting 
of the General Federation of Industry 
recommending thecreation of a Nation- 
al Institute of Foreign Trade. Asa result 
of this action, a bill has been drafted 
which practically assures the creationd 
a semi-official institute for the purposed 
codrdinating and regulating the various 
activities of the government concerned 
with foreign trade promotion. 

The government of the Netherlands 
maintains under its foreign office a 
corps of commercial attachés, who 
exercise jurisdiction over consular ac 
tivities and report on economic condi- 
tions. A special feature of Dutch 
activity is the appointment of honorary 
consular officers and trade advisors in 
foreign countries, about forty being 
located in the United States. The 
government also makes wide use of 
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subsidies to various associations inter- 
ested in the development of foreign 
trade, typical of which is the Associated 
Bureau of Trade Information, located 
in Amsterdam, for the purpose of 
providing addresses of foreign import- 
ers and exporters to its members, and 
vice versa. 

In Denmark, insistent demands 
made by commercial and industrial 
enterprises led the government in 1921 
to reorganize its commercial intelli- 
gence service by creating a bureau of 
trade information under the foreign 
office. This bureau gathers informa- 
tion from the consular and diplomatic 
corps, the commercial attachés and the 
“commercial agents” (individual mer- 
chants and traders abroad acting as 
correspondents of the government), 
and makes it available to the commer- 
cial public largely through the medium 
of three separate publications, one of 
which is printed in three languages— 
Spanish, German and French. Al- 
though the policy of publishing a 
bulletin in foreign languages is some- 
what unusual, it has been found an 
effective method of foreign propaganda 
for Danish goods. 

Among other countries with com- 
mercial attaché services are Sweden 
with twelve such representatives a- 
broad; Belgium with nine; Brazil with 
six; China with five; Norway with 
four; and Spain and Chile with three 
each. Even such countries as Mexico, 


Roumania, Venezuela, Finland and 


Frei 


thin 


Latvia have undertaken some sort of 
foreign commercial intelligence service. 
In examining the commercial intelli- 
gence systems of foreign governments, __ 
characteristics which draw attention by ; 
their contrast to American methods are y 5 
the use of subsidized and semi-official _ 
agencies, the organization of trade — 
fairs, and the more political character — 
of their services; while features which © 
resemble methods familiar here are the 
practice of staffing their bureaus with | 
men drawn from industry itself, the — 
recalling of foreign representatives to i oa 
meet and confer with the commercial __ 
interests, and the organization of the _ 
home bureaus along commodity, tech- __ 
nical and geographic lines. The in- 
dividual trader is usually impressed by _ 
the fact that information is not handed — 
out quite so freely by foreign govern- aes 
ments as by ours. t 
Overseas trade cannot be obtained = 
by sitting down at home awaiting, 
Micawber-like, for something to turn | 
up. It must be found and captured. _ 
European governments have begun to _ 
realize that if they are to regain their 
markets lost by the war they must 
send out trade ambassadors as wellas 
diplomatists. The combined efforts 
of European governments in this field _ 
are considerable, and, so far as we are 
concerned, must be regarded as a 
unit. Supplemented by various semi- 
official organizations, and enjoying the — 
full support of their governments, 
their efforts are beginning to tell. 


iJ 


RADE is as old as civilization it- 

self—indeed it may be said with 
much truth that civilization is an out- 
growth of the exchange of ideas which 
was and is a by-product of trade be- 
tween tribes or nations of differing ideals 
and varied standards of living. Traces 
of the Minoan civilization have been 
found in Egypt, and there is little doubt 


Ne that the hardy Cretan sailors exchanged 
ideas as freely as they did the wares 
2 which constituted the foundation of 


the trade which made them wealthy. 
Phoenicians, Hanseatic merchants, 
Dutch and English have all added to 
ts the development of their nation and to 
_ its historical renown by trade, and it 
would perhaps be true to say that 
=. without foreign trade these nations 
would never have been able to create 
r ae the heritage which they gave to their 
3 descendants. Governments, too, have 
almost always been directly and closely 
interested in the trading ventures of 
their subjects, either because trade 
_ furnished no small portion of their 
revenues from taxation or because it 
was by trade that their prestige (and 
ultimately their dominion) was ex- 
tended. The English regulation of the 
export of wool in the 14th and 15th 
centuries with its closely prescribed 
staple towns, through which alone the 
-- wool might be exported, constitutes a 
very good example of governmental 

assistance in the financing of foreign 
trade. At a later date the monopolies 
of the Dutch and English chartered 

companies, the protection of the Colo- 
nial trade (that costly regulation which 
ultimately led the American Colonies 
to make the Declaration of Independ- 
ence) and even navigation laws and 
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preferential tariffs, constitute a govern. 
mental regulation of foreign trade, 
which, in part at least, was of assist. 
ance in the financing of it. 

To carry the study of governmental 
assistance in the financing of trade 
back to the earliest dawn of history 
and to describe in detail the forms 
which it assumed at various historical 
periods, would be to attempt the im- 
possible. To accomplish the task it 
would be necessary to write an economic 
history of the world—a task far beyond 
the possibility of this paper. Some limi- 
tation of the study is therefore neces- 
sary, both as to the historical period to 
be covered and as to the countries 
whose policies are to be discussed. In 
the first place, it seems best that we 
should confine ourselves to the post- 
war period, since the war so completely 
revolutionized economic conditions 
throughout the world that any study of 
war-time or prewar conditions would 
be of purely historical value to-day. 
Moreover, one of the major economic 
results of the war has been the awak- 
ening of the governments of the greater 
commercial nations to a fuller realiza- 
tion of the necessity for an active and 
definite economic policy. The world 
had tended to modify the doctrine of 
laisser-faire even before the war: indi- 
vidual countries had applied measures 
of economic protectionism to meet iso- 
lated cases, but the extent and nature 
of these protective measures varied 
widely from one country to another. 
It was the mobilization and control of 
economic resources by the belligerent 
governments—a measure rendered im- 
perative by modern warfare—which 
brought home to these governments 
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the absolute necessity of a co-ordinated 
commercial and economic policy. Even 
in England, which has been for three 

of a century the home of eco- 
nomic liberalism, this need was only 
vaguely realized and a few halting 
steps have been taken to satisfy it, 
among which are to be found measures 
for the governmental assistance of 
those engaged in the financing of 
foreign trade. 

The limitation of the study as to 
countries is less easily determined. 
At first thought, it might seem desir- 
able to make an analytical study of the 
methods adopted by each of the great 
commercial nations of the world; but 
such a study would necessitate a great 
deal of research in fields where the ma- 
terial for effective work is not easily 
obtained, and when the task was fin- 
ished it would be found that all coun- 
tries had adopted one or other of a very 
few methods. For that reason it 
seems better to study in detail only two 
large commercial nations, the United 
States and the United Kingdom. 
First, because we shall find in these 
countries examples of almost all of the 
possible methods by which a govern- 
ment can assist in the financing of for- 
eign trade; secondly, because these two 
are at present the outstanding traders 
of the world; and lastly, because they 
are the countries with the economic 
policy of which the writer is most 
familiar. From time to time, in indi- 
vidual cases, it may be necessary to 
make reference to some other country 
in which a particular method of gov- 
ermmental action has been particu- 
larly developed, but for the greater 
part the study will be confined to 
England and the United States. 


Meruops or AssISTANCE 


The methods by which a govern- 
ment can assist in the development of 
foreign trade are innumerable, and 
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when we confine ourselves rigidly to | 
assistance given in the financing of | 
trade, the methods vary all the way _ 
from direct subsidies paid to manufac- == 
turers on goods exported, to one asin- 
direct as the stabilization of economic => 
conditions within a foreign market by 
means of an international loan, the 
procedure followed in Austria under 
the aegis of the League of Nations,and ~~ 
in Germany under the terms of the _ 
Dawes Report. Nevertheless, it is 
possible to extract from this medley 
three distinct types of assistance, 
which, in increasing order of directness, 
are: 

(1) The exemption of exporting or- — 
ganizations from such anti- 
trust legislation as may gov- 
ern domestic corporations; 

(2) government assistance in the _ 
provision of banking facilities 
specially designed to finance 
foreign trade; and, 

® direct financial assistance given __ 

to the exporter by the govern- 
ment either in the form of sub- 
Neer sidies or, more usually, in the © 
_ form of credit insurance. 

A very few methods by which gov- 
ernments indirectly assist in the financ- 
ing of foreign trade do not come under 
any one of these heads, as, for instance, _ 
the subsidizing of a steamship line 
which is specifically established for , 
the purpose of developing foreign trade __ 
between the subsidizing country and | 
some particular area of the world. 
Such instances are rare, and in almost 
every case there are other motives pres- 
ent of greater weight than the desire to 
assist in the financing of foreign trade, 
so that they can be omitted frem this 
discussion. 


LEGISLATIVE ASSISTANCE 


The exemption of exporting organi- | 
zations from the anti-trust laws which = 
apply to domestic business within a ay 
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country, may not appear to have any 
close relationship to the business of 
financing foreign trade, but in prac- 
tice one of the chief reasons for co-op- 
eration in the export trade is the finan- 
cial one, because the survey of the 
foreign field, the extensive advertising 
campaigns and possibly the mainte- 
nance of a permanent agency in some 
foreign city, are all very expensive. 
Where combination and co-operative 
exporting are illegal, the small manu- 
facturers are automatically barred 
from the foreign market because they 
are unable to stand the financial strain 
of the exporting business. For this 
reason the question of the exemption 
of exporting organizations from the 
anti-trust laws of a country is very 
definitely one method by which the 
government can assist in the financing 
of foreign trade. 

In the majority of the trading coun- 
tries of the world, however, no anti- 
trust laws exist. Thus in England the 
only law affecting combinations is the 
old common law doctrine that agree- 
ments in restraint of trade are null and 
void. The policy of the law is to en- 
courage competition, but it does not 
prohibit combination, and while “‘agree- 
ments in restraint of trade” are invalid, 
the definition is very strictly interpreted 
and the English courts give a wide 
_ seope to freedom of contract. To the 
knowledge of the author they have 
never interfered with a consolidation of 
competing industrial enterprises into a 
single company on this ground. More- 
over, the long-established trade in 
British products in many markets of 
the world, due to their pioneer position, 
the excellent representation effected by 
British export houses, and the advan- 
_ tage of British shipping and banking 
facilities, have enabled British manu- 
facturers to hold their foreign markets 
3 in many lines without as large a degree 
of combination as that which character- 
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izes, say, German industry. In various 
important industries, however, com. 
binations have grown up. Recently, 
number of large British manufacturer 
of machinery of all sorts have formed 
the Representatives for British Many. 
facturers Ltd., an organization to hap. 
dle their business in certain important 
foreign markets and to carry on ap 
aggressive campaign for its extension, 
Similar organizations for foreign trade 
have been formed, or are in process of 
formation, among such other British 
manufacturers as those of electrical, 
cotton-textiles, pottery, tobacco, wall. 
paper and iron and steel goods. 

Germany is usually thought to be 
the home of co-operative exporting, 
and in that country prior to the war 
there were some six hundred important 
cartels (i.e. combinations to control the 
market) which embraced practically 
every important industry. Many of 
these dominated the export trade of 
their industries and carried on vigorous 
campaigns to extend their foreign 
business. Here, as in the case of Eng- 
land, however, there is no anti-trust 
law. The German civil law reorgan- 
izes the complete validity of industrial 
combinations, while the criminal code 
contains no prohibition against cartels, 
nor any special law concerning them. 
The attitude of the German Govern- 
ment towards cartels, in both domestic 
and foreign trade, may be characterized 
as one of benevolent watchfulness, and 
the same holds true of most com- 
mercial countries. 

It is, then, with the United States 
that we are primarily concerned in any 
discussion of governmental assistance 
by the exemption of exporting organi- 
zations from the legal restrictions that 
prevent combination in domestic busi- 
ness. Under the Sherman Act of 1890 
and the Clayton Act of 1914, Congress 
had very effectively limited combina- 
tions and amalgamations in American 
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industry and trade. The resultant in- 
dependence of American importers was 
very disadvantageous to the develop- 
ment of the export trade of the United 
States and, as was pointed out by the 
Federal Trade Commission in its re- 
port on the necessity for American 
co-operation in the export trade: 


It is apparent . . . that this country’s 
organization for the export trade must be 
strengthened if its manufacturers and pro- 
ducers are to compete on more equal terms 
in the commerce of the world. Obviously, 
most of the American exporters, handi- 
capped by dependence upon foreign ship- 
ping and foreign financial institutions, and 
forced single-handed to oppose united 
foreign competitors, are at a material disad- 
vantage. In international trade the com- 
petitive conditions have been largely in 
favor of the foreign concerns, particularly 
when opposed by the smaller American ex- 
porters. Co-operations solely for export 
business will go far to permit the develop- 
ment of stronger American organization, 
and may be particularly advantageous to 
smaller concerns. 


In response to this need the Webb- 
Pomerene Law was passed in 1918. In 
brief, this law practically negatives the 
application to export trade of the former 
anti-trust legislation to which reference 
has already been made. It authorizes 
the formation of an export association 
to be composed of “‘any corporation or 
combination by contract or otherwise 
of two or more persons, partnerships, 
or corporations.’’ Such an association 
for export may be formed whenever 
conditions make it advisable that for a 
better exploitation of foreign markets 
an arrangement should be entered into 
for co-operation between competing 
concerns. Any such arrangement, 
however, must be entered into “for the 
sole purpose of engaging in trade or 
commerce only in goods, wares or 
merchandise, exported or in the course 
of being exported from the United States 
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; 


or any territory thereof to any foreign — ie 
nation”; if they go outside of this 
field they will come within the provi- 
sions of the anti-trust laws. Moreover, _ 
it is expressly provided that the exemp- ae 
tion from the anti-trust laws does not 
apply to the “ production, manufacture 
or selling for consumption or for re- - 
sale within the United States or any __ 
territories thereof, of such goods, a: ae 
wares or merchandise, or any act inthe _ 
course of such production, manufac- eke 
ture or selling for consumption or for __ 
resale,” and the export association is 
expressly forbidden to restrain trade 
in any way within the United States 
or to commit acts in restraint of theex- 
port trade of any domestic competitor 
of such association. Finally, the Fed- 
eral Trade Commission was given gen- — 
eral supervisory powers over all such 
export associations as might be created. — PAS 
A more specific illustration of the _ 
same idea is found in the provisions of _ 
the Merchant Marine Act of 1920, 
whereby American marine insurance _ 
companies are exempted from the anti- _ 
trust laws insofar as exemption may 
be necessary to enable them to partici- 
pate in the marine insurance syndi- 
cates envisaged by the Federal Marine __ 
Insurance Act. It must beremembered, __ 
however, that any such legislative pro- 
visions can only be of assistance in 
cases where the export consists of 
standardized products or services. 


Provision oF BANKING FACILITIES 


The war and post-war period has — is 
witnessed a great extension of old in- 
stitutions and a rapid growth of new | ; 
institutions, all designed to increase _ 
the foreign credit facilities needed by 


British traders. In part the develop- _ 
ment was occasioned by the credit — 
needs of the war, but it has been inno 
small measure due to “the will to 
realize an all-British system of banking 
which can meet the far-flung needs of _ 
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imperial and world trade without too 
vital reliance on foreign interests.” 
The government itself has taken a hand 
in this movement, but as in most 
questions relative to the English Bank- 
ing System, the direct action of the 
State has been very small, although 


+ the motives have often been govern- 


mental in their nature. Perhaps the 
most definite governmental assistance 
has come from the subsidizing or spon- 
soring of such companies as the British- 
Italian Corporation and the British 
Trade Corporation, but in addition to 
this the government has invested some 
£1,198,000 in the Commercial Bank 
of Siberia (primarily to keep the control 
of that bank out of enemy hands), 
while the control of the Anglo-Austrian 
and Anglo-Czech banks by the Bank 
of England must be regarded as having 
at least a governmental sanction, de- 
spite the fact that the Bank of England 
is legally a private corporation. It is 
therefore somewhat difficult to state 
precisely to what extent the movement 
_ has been aided by governmental as- 
sistance, but it cannot be denied that 
_ the attitude of the State has been dis- 
Moreover, if we 
confine ourselves to a discussion of the 
British Trade Corporation and the 
British-Italian Corporation, we are 


within the field of direct and deter- 


minable state support. 

The British-Italian Corporation was 
organized in 1916 and has from its 
creation been closely identified with 
the Compagnia Italo Britannica, of 
which Corporation it later acquired all 
the stock. Each bank enjoyed the 


< official support of its government and 


in the case of the English Company the 
British Government agreed to pay an 
annual subsidy of £50,000 for the first 
ten years of the Bank’s life, or five 
_ per cent of the paid-up capital in case 
that did not exceed £1,000,000. This 


_ was a grant without interest and the 
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Treasury was not to be reimbursed 
in case of liquidation until after the 


shareholders had received back their 
entire invested capital together with 
compound interest at five per cent per 
annum. Once the Bank was estab. 
lished, the cordial support of the large 
domestic banks soon rendered the 
subsidy unnecessary and a new agree. 
ment was made with the government 
whereby the sum of £233,418 already 
received was to become the property 
of the British-Italian Corporation and 
was to be held by them as reserve. 

As Mr. Leland Rex Robinson has 
pointed out in his able pamphlet on 
the subject, two significant facts appear 
in connection with this Company; 
“The first is that it has been organized 
for industrial rather than for ordinary 
deposit banking. The second is the 
wide participation of London banks in 
the stock of the New Company,” noless 
than twenty-three prominent British 
institutions being listed among the 
shareholders. The authorized capital 
of the British-Italian Corporation is 
£1,000,000, in shares of £20, all of 
which has been privately subscribed and 
called up. Its chief services have been 
in accepting and endorsing bills, nego- 
tiating paper drawn on other banks, 
and guaranteeing payments for British 
products, especially ships purchased 
by Italian interests. It has also aided 
in financing Italian imports of raw 
material from the Dominions, particu- 
larly in the case of Australian wool. 
The British Trade Corporation is an 
undertaking of a much wider scope, 
as was pointed out by the Governor in 
his speech at the First Annual Meeting: 


We are genuinely desirous of assisting 
the export trade of the country by providing 
financial assistance as far as our means will 
permit; we are anxious to provide the 
commercial community with information 
that may come into our possession, . . . 
and we hope that when business revives we 
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may be made the pivot upon which im- 

t syndicates for great industrial 
developments at home and abroad may 
revolve. 

It was incorporated by Royal Charter 
in 1917 to carry into effect the recom- 
mendation of a departmental commit- 
tee of the Board of Trade, whose terms 
of reference suggest the hopeful, if unde- 
fined, scope of the Corporation’s ac- 
tivities as being “to consider the best 
means of meeting the needs of British 
firms after the war as regards financial 
facilities for trade.” The British 
Trade Corporation was thus directly 
sponsored by the British Government 
from its inception and in the case of 
one at least of its subsidiaries there has 
existed a very close relationship ever 
since, but it has not at any time re- 
ceived direct governmental financial 
aid. 
Subsequent to the boom of 1919-20, 
the institution fell upon very bad times 
and the following years of depression 
witnessed the absolute failure from the 
financial viewpoint of several of its 
foreign ventures. At the present time, 
therefore, its affairs are in a state of 
quiescence, but there is considerable 
promise of future usefulness and it 
may be well to point out briefly the 
lines of activity with which it has 
chiefly concerned itself in the past. 
Its primary purpose has been “to en- 
courage export trade directly by a more 
immediate linking of banking and com- 
merce than is common in England.” 
This the Corporation has attempted to 
do through numerous subsidiary com- 
panies and through firms in which it 
holds a part interest. Secondly, it has 
planned ‘‘to enter trading fields for- 
merly held by the Central Powers and 
to secure them for the British manu- 
facturer.” This is particularly the case 
in Brazil and other South American 
markets, in the Levant and in South- 
ern Russia, and to this end such sub- 


sidiaries as the Levant Company, the __ 


Portuguese Trade Corporation, the 
South Russian Banking Agency, and 


many others, were formed. In addition 
to these it aims “to provide overseas 
banking facilities where British institu- 
tions are not already active.” In a 
word, the cornerstone of its policy has 


been to encourage trading companies 


specializing in different areas and to 
increase British foreign banking serv- 


ices without competing with well-estab- ae 


lished institutions. 

As has already been mentioned, al- 
most all the subsidiaries of the British 
Trade Corporation came to grief in the 
depression of 1921, but this does not 
apply to the Trade Indemnity Com- 
pany, to which special reference must 
be made. This company was formed 
by the British Trade Corporation for 
the purpose of guaranteeing foreign 
credits, and it has gained a well-de- 
served eminence in this line. 


ablest men in England in what is still a 
comparatively new form of insurance, 
and he has also served for some time as 
adviser to the Export Credits Depart- 


ment of the Board of Trade, thus _ 
creating a link between the Trade 
Indemnity Company and the govern- __ 
We shall have occasion torefer 


ment. 
to this Company again when we come 


to discuss the governmental scheme for _ 


guaranteeing export credits. 
The United States has witnessed a 


similar development in its banking _ 


structure, beginning with the Federal 


Reserve Act itself and carried one stage | 
further by the Edge Act. Prior to — 


1914, the United States has not paid a 


great deal of attention to the develop- 
ment of its foreign trade and even to- _ 


day the problem of finding and keeping 


overseas markets is far less vital to __ 


Indeed, 


America than it isto England. 
the provisions of the old national bank- 


ing system rendered utterly impossible _ 


The 
underwriter employed is one of the _ 


“a=. 
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any development of foreign credit facili- 
ties by American banking institutions 
other than the large private banking 
houses. The Federal Reserve Act of 
1913 and the subsequent amendments 
to it remedied these defects in some 
measure. In Section 14 of the Act the 
member banks are authorized to accept 
bills of exchange, while the Federal 
Reserve banks are given power to redis- 
count commercial paper of certain 
kinds which is offered to them by their 
member banks and 


“‘to purchase and sell in the open market 
. . . cable transfers and bankers’ accept- 
ances and bills of exchange of all kinds and 
maturities by this act made eligible for 
rediscount”’ as well as to “deal in gold coin 
and bullion . . . bonds and notes of the 
United States and bills, notes, revenue 
bonds and warrants with a maturity from 
the date of purchase not exceeding six 
months, .. . issued ... by any state, 
county, district, political sub-division or 
municipality in the United States.” 

By this section there is thus created 
a bankers’ acceptance, which was 
hitherto unknown in the foreign trade 
of the United States, unless drawn 
upon a foreign banker. Nor is this all, 
for the Act itself, the regulations of the 
Federal Reserve Board and the policies 
carried into effect by the several Fed- 


eral Reserve banks have all aimed at 


developing in the United States an 
acceptance market of such sort as will 
greatly facilitate the financing of 
foreign trade by the use of bankers’ 
acceptances. 

This aim is economically sound, but 
it must unfortunately be pointed out 
that as yet it has not met with the suc- 
cess it deserves. This is partly due to 
the conservatism of American business 
men, but more largely to the fact that 
undue advantage has been taken of 
the favorable treatment accorded to 
bankers’ acceptances by the Federal 
Reserve System, by persons in need of 
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credit accommodation. 
exchange, therefore, has unj 
gained a bad reputation and the Amer. 
can Acceptance Council is only slowly 
succeeding in its self-imposed task of 
educating the American business map 
to the superior advantages of the 
bankers’ acceptance as an instrument 
for the financing of foreign trade. 
Moreover, under the same section, 
any Federal Reserve bank is authorized 
“to open and maintain accounts jp 
foreign countries, appoint correspond. 
ents, and establish agencies in sugh 
countries,” while, under Section 5, 
any national bank with a capital and 
surplus of $1,000,000 may “establish 
branches in foreign countries . . . for 
the furtherance of the foreign commerce 
of the United States” and in addition 
or alternatively may “invest an amount 
not exceeding in the aggregate ten per 
centum of its paid-in capital stock and 
surplus in the stock of one or mor 
banks chartered or incorporated under 
the laws of the United States and 
principally engaged in international or 
foreign banking.” Direct provision is 
therefore made for the development of 
American banks overseas in a manner 
that should be of considerable assistance 
to those engaged in the foreign trade of 
the United States and the provision 
has been made good use of. Acting 
through the Federal Reserve Bank of 
New York, the Federal Reserve Sys- 
tem has at different times established 
direct financial relationship with the 
Bank of England and the Banque de 
France; while many of the larger 
national banking associations have 
opened branches in the larger European 
and South American cities, notably the 
National City Bank of New York and 
the Guaranty Trust Company of the 
same city. 
Mention should also be made of the 
Edge Act, which provided for the crea- 
tion of financial institutions specializing 
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in foreign trade. Two classes were 
provided for: (a) those doing an accept- 
ance business and (b) those designed 
to deal in investments; but very little 
development has occurred along either 
ine, particularly in the case of the in- 


yestment corporations. 


Dreect Loans AND SUBSIDIES 


Of greatest interest, perhaps, are the 
methods by which governments have 
extended direct financial assistance to 
the exporter. In this case the motive 
and the cost of assisting in the financing 
of foreign trade are both clear and 
measurable, so that the controversy 
whieh is so often aroused by the exten- 
sion of indirect acts is less liable to 
arise. Nevertheless, if we exclude 
from our study the subsidies made to 
some of the earlier European chartered 
companies during the rapid, almost 
phenomenal, development of trade and 
commerce which the 16th and 17th 
centuries witnessed, direct govern- 
mental assistance in the financing of 
foreign trade is of comparatively recent 
birth. 

Since the war, two acts have been 
passed by Great Britain with this aim: 
the Overseas Trade (Credits and In- 
surance) Act of 1920 and the Trade 
Facilities Act of 1921. Under the first 
of these acts, which is usually known 
as the Export Credits Act, the govern- 
ment undertook to advance to the ex- 
porter without recourse an amount not 
exceeding eighty per cent of the cost 
of British goods exported. Advances 
were made against the receipt of the 
bills of exchange accompanied by the 
necessary shipping documents, and the 
aggregate amount of such advances 
was not to exceed £26,000,000. Very 
little advantage was taken of this offer 
of the government, and as the Special 
Committee of the Department of Over- 
seas Trade, appointed to investigate 
the matter, points out in its report, the 
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“fear of bad debts” has been more in- _ 
fluential in restricting British export 
trade than the lack of credit facilities— 
a statement which our previous survey 
of the development of British banking 
facilities would have led us to expect. 
For this reason the provisions of the 
acts which relate to the guaranteeing of 
export credits are of much more impor- 
tance to the student of the subject, and 
have been more fully utilized by the 
exporters. 

In its amended circular of January, 
1925, the last one issued, the Export 
Credits Department of the Board of 
Trade states that, 


in order to facilitate the resumption of the 
ordinary means w!\ereby traders and others 
can obtain facilities from their bankers to 
enable them to finance their export trade, 
the Government is prepared to entertain 
proposals to give guarantees against ship- 
ments of British goods exported from the 
United Kingdom. 


Guarantees with full recourse are 
given up to 100 per cent of bills matur- 
ing in one year or less, or up to eighty- 
five per cent, where credit is extended 
for more than a year, or alternatively, 
the government will guarantee not 
more than forty-two and one-half per 
cent of the draft without recourse. 
Both of these provisions apply to indi- 
vidual export transactions, or to 
“credits up to specified amounts in re- 
spect of specified countries and for 
transactions to be put into operation 
within a specified time,” i.e. to a line 
of credit; and in addition to this the 
government is prepared to make 
arrangements with approved banks or 
banking houses, in respect of any loss 
which may be incurred by such banks 
from transactions carried through by 
them for exporters in the United King- 
dom, the share of the government in 
no case to exceed seventy per cent of 
any loss which may be incurred. In 
all of these cases a reasonable pre- 
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mium is charged by the government for 
the service which it renders. 

It is in this matter of guaranteeing 
export credits that the British Govern- 
ment has rendered the greatest assist- 
ance to those engaged in the financing 
of foreign trade, and it will be remem- 
bered that the Trade Indemnity Com- 
pany (the only successful subsidiary 
of the British Trade Corporation) also 
specialized in this work. Insurance of 
commercial credit by private companies 
has generally taken the form of reim- 
bursing a net loss when all matters 
pertaining to the transaction had been 
ultimately adjusted, whereas, under the 
new method of guarantee, reimburse- 
ment is effected as soon as the importer 
fails to meet the draft. Whether the 
delays in the former case are long or 
short, the advantage of the latter plan 
to the commercial man is very evident, 
and until the guaranteeing of export 
credits is taken up to a greater extent 
by private enterprise, the government 
scheme is imperative to the financing 
of England’s foreign trade with these 
countries in which the unsettled eco- 
nomic conditions make trading too 
hazardous without some such guaran- 
tee. 
The Trade Facilities Act was de- 
signed primarily to foster British 
industry with a view to creating em- 
ployment, but the plan is also applied 


aa in some cases to foreign loans raised in 
bere. _ the London market with the object of 
a furthering exports by expediting the 
be bi placing of loans whose proceeds will go 


to the purchase of goods fabricated in 
the United Kingdom. The government 
does not advance any money; it guar- 
antees the payment of the interest (and 
sometimes the repayment of the princi- 
pal) of loans which are floated in the 
capital market, the loans being thus 
floated with greater facility and at a 
reduced cost to the borrower. 

As has already been pointed out, the 


‘Tae ANNALS OF THE AMERICAN ACADEMY) 


United States has not yet been facgj 
with the imperative need of developing 
its foreign trade, and as would be e, 
pected, very little has been done in thy 
way of directly assisting in its financing 
The American Government has, hoy. 
ever, done something in this lip. 
through the medium of the War 
nance Corporation, which was orga. 
ized in 1918 with the dual object of (9) 
continuing the restrictive activities ¢ 
the earlier Capital Issues Committe, 
and (b) extending new credits to essep. 
tial industries. They were to lend, no 
cash, but their own notes maturing jp 
from one to five years, such notes being 
eligible as collateral at the Fedem) 
Reserve banks. It was further e& 


pected that they would lend thes! ; 


notes, not directly to the enterprise 
which needed the accommodation, but 
rather to the banks which represented 
these industries; and which would a¢ 
as intermediaries bet ween the industries 
and the War Finance Corporation 
In practice this machinery proved tobe 
too complex and most of the credit was 
actually extended without the inter 
mediate aid of banks. 

By an amendment approved Marc 
8, 1919, the Corporation was author 
ized to make advances to the extent d 
one billion dollars to American export 
ers and to American banking institu 
tions which financed American export. 
This authority was exercised until 
May 10, 1920, when the Corporation's 
activities were suspended at the request 
of the Secretary of the Treasury. 
Seven months later, however, Congress 
by joint resolution directed the Corpora- 
tion to resume operations “with the 
view of assisting in the financing of the 
exportation of agricultural and other 
products to foreign countries,” and the 
powers of the Corporation were greatly 
broadened by the Agricultural Credits 
Act of August 24, 1921. Only « 
moderate advantage has been taken of 
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gmount to little more than $100,000,000 is probably in a better position to 
in the} jn all. estimate the amount of credit that can 
in| meg reasonably be extended in any given 
hov. ConcLusions ease than is a government bureau or 

lin} The growing importance of foreign department. The government, there- 
at Bi} rade no longer needs to be demon- fore, should do all in its power to 
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able practical adv to both par- 


this by American exporters, however, 
ties; and in addition, the banking house 


aad the total export loans to date 


foster the development of financial 
institutions adequate to meet all the 
needs of the exporter, and until such 
time as the business of guaranteeing 
export credits is more generally carried 
on by private enterprise, the direct 
guaranteeing of such credits by the 
government appears to be of great 
value. 

In those countries which restrict 
combination and amalgamation in do- 
mestic trade—particularly the United 
States—co-operation in the export 
trade should be carefully encouraged 
by the government, and all legal bar- 
riers to this should be removed. 


drated to the student of economics, 
and few would care to dispute the 
datement that the development and 
fostering of that trade is a matter of 
yital importance to those who are re- 
gonsible for the economic policy of 
the government. It is then of ad- 
vantage to attempt to draw some con- 
dusions from what has been said on 
the subject of governmental assistance 
in the financing of foreign trade, not so 
much with a view to the statement of 
theoretical principles as in the hope 
that the practical experience of history 
may serve as a guide to future discus- 
sons. Governmental aid extended 


directly in the form of export credits 
gems to have been less successful in 
whieving the desired aim than the 
more indirect method of guaranteeing 
that credit which the exporter obtains 
through the usual financial channels. 
Under such a scheme the relationship 
between the exporter and his banker 
tends to be closer, which is of consider- 


a 


These seem to be the chief conclusions 
to be drawn from the recent history of 
governmental assistance, and it might 
not be inopportune to add that these 
methods appear to be more likely to 
meet with success than many other less 
direct ways which are, nevertheless, in 
some measure designed to assist in the 
financing of foreign trade. 
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HE changed position of the United 
States from a debtor to a creditor 
nation has created problems requiring 
the formulation of policies on which 
leading economic groups within this 
country have not always been in agree- 
ment. One important issue has been 
the relation of our foreign investment 
to our overseas trade. In order to 
stimulate the latter, a so-called “ty- 
ing” policy has sometimes been urged. 
By this expression is meant either a 
formal insertion in the loan contract 
or an informal understanding between 
the borrower and the lender that the 
former will spend all or part of the pro- 
ceeds of the loan in buying goods from 
the latter. Exporters and those man- 
ufacturers interested in foreign trade 
naturally endorse such a policy, for it 
results in increasing their sales to for- 
eign countries. American bankers en- 
gaged in international investment 
finance quite generally oppose the 
policy of tied or restricted credits, 
for they interfere directly with the vol- 
ume of foreign borrowing and so affect 
adversely the extent of their business.! 
Thus two important economic groups, 
motivated naturally by their respec- 
tive interests, hold diametrically op- 
posite views on a policy which is of 
truly national importance. In deter- 
mining whether the United States shall 
follow a tied or an untied investment 
policy, it is well to consider the subject 
not from the viewpoint of any special 
interest, but from the standpoint of 
public welfare. With this thought in 
mind, the policies of foreign countries 
? Article by Thomas Lamont, in the reconstruc- 
tion number of the Journal of Commerce, April 


ment Policy in Relation to Foreign Markets 


By Greorce W. Epwarps, Pu.D. 
Professor of Banking, New York University 


a 


before and since the war will be gy. 
veyed and the conclusions applied 
formulating a policy for the Unite 
States. 


Prewar Pouicies or Fore, 
CouNTRIES 


It is difficult to find direct evidene 
which throws authoritative light ou 
whether or not a tying policy is being 
followed by a lender. As mentione/ 
above, such a policy is provided fe 
either in an expressed stipulation ¢ 
the loan contract or in an inform 
“‘gentleman’s agreement.” The out 
side public has generally no access th 
such primary sources of information 
and hence indirect evidence must 
sought. It usually emanates from; 
hostile source such as a foreign country 
competing in overseas markets with 
nation which is supposed to be 
ing a tying policy. This fact 
for the general impression that 
policies were universally followed 
all nations before the war. Thu 
Nikolai Lenin, in his work, Imperialism 
The Last Stage of Capitalism (p. 297 


writes as follows: 


On the international money 
there is being performed a comedy w 
of Aristophanes’ pen. A number of 
ernments, from Spain to the Balkans, 
Russia to Argentina, from Brazil to Chi 
are coming openly into the great 
markets with urgent applications for 
The money markets are not now in a 
favorable condition, nor is the ou 
cheerful. But not one of the markets 
to say no for fear some other market 
make the loan and thereby secure deci 
advantages in return for that acco 
tion. In all those international deals, 
creditor always secures certain 
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irade treaties, coaling stations, contracts for 
harbor construction, fat concessions, orders 
for artillery. 

This excerpt expresses the popular 
view of the investment-trade policy 
of European countries in the prewar 
period. In order to arrive at a true 
understanding of this policy, it is nec- 
essary to review in the case of the lead- 
ing creditor countries of Europe, first, 
the relation of the banks to industry, 
second, their relation to the govern- 
ment, and third, the form of the foreign 
investments made by these lenders. 

In general, banks can assume one of 
two relations toward the industries 
which they are financing. Under the 
so-called “‘classical” English system 
of finance, a bank is supposed to grant 
strictly commercial credit to meet 
largely the seasonal needs of business 
and in general abstain from any inter- 
ference with management policies. 
On the contrary, continental banking, 
as represented in the so-called German 
system, is expected to extend long-term 
credit continuously to industry and at 
the same time to participate actively 
in the direction of the concerns receiv- 
ing such financial aid. 

The government of a lending coun- 
try may adopt an attitude of either 
laissez-faire or of regulation toward 
banks exporting capital. Such regula- 
tion may vary in intensity from mild 
control availed of only when public 
interest is directly concerned, to close 
supervision over every loan floated in 
the national money market. Such 
strict control is not so much economic 
as political in nature, and is exercised 
more in the interest of the foreign 
office of the lending country than in 
behalf of trade. 

Finally a distinction should be drawn 
between the two forms of investment. 
It may be either a loan or a proprietary 
interest, and so is expressed on the one 
hand in the form of a bond, note, mort- 


gage or bank deposit, or on the other 7 
as a stock or direct ownership. a 
Germany: With these three distinc- _ 

tions in mind, the investment-trade pol- 
icies of the prewar lenders may now be 
better understood. In generalthecoun- 
tries of Central Europe, particularly = 
Germany, followed a tying policy. 
This was especially true of local — 
ness in South America established by 
German capital. Thus the report of 
the Federal Trade Commission on 
Co-operation in American Export — 
Trade (part I, p. my states the follow- je 
ing: 
Our [American] design, which showed ae 
saving of $60,000 to $70,000 was accepted 
and approved by the engineer in Buenos 
Aires, but his decision was immediately set 
aside by the German directors, who advise =| 
him that the financing of the project by 
German capital was conditioned upon Ger-— 
man materials being employed throughout. _ 


Writing in 1914, C. K. Hobson, in his 
Export of Capital, p. 16, quotes from 
the Manchester Guardian as follows: 


The Lower Austrian Discount Company 
has granted the Chinese Government a 
loan of £300,000, China undertaking to oe 
give the Poldhutte Cast Steel Work, during Wee 
the next ten years, an order for tool steel, pS 
rifle barrels, and gun parts for an amount 
equal to that of the loan. i 


In the case of Germany and Austria, — 
this tying policy can readily be ex- — 
plained in view of the factors men- 
tioned above. In these countries the © 
banks were partners rather than finan- 
ciers of industry. The bankersusually 
have a controlling interest intheessen- 
tial industries of these countries, and 
so in granting credit orin makingloans 
to foreign borrowers, it was common __ 
practice to stipulate that they must © 
make purchases not only within the © 
country of the lender, but more par- 
ticularly from those concerns in which 
the bank was itself interested. 
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4 ¥ In addition the German Govern- 
: ment exercised a considerable amount 
_ of control over foreign loans made in 


 -- Sulassungsstelle, a committee of the 
et Bourse which possessed the power of 


control could readily be employed in 
- compelling foreign borrowers to spend 

> ee the proceeds in buying only goods 
“made in Germany.” 

German investments, particularly 
in the decade before the war, were more 
inclined to take the form of proprietary 
interests as seen in the nature of their 

holdings in South America. Concerns 
_ which were controlled and owned by 
Germans would naturally insist upon 
the placement of orders with firms of 
_ their own nationality, even though i in 
. certain cases it might result in a finan- 
_ Gia loss as seen in the case cited above. 
France is usually regarded as the 
_ Jeading example of a country which be- 
fore the war insisted upon restricted 
credits and loans. Thus Hobson, in 
his Export of Capital (p. 16), writes: 


_ _In France an express stipulation is often 

_ inserted in loan contracts between the banks 
and foreign governments that the latter 
shall order part of the equipment which 
they require in France. It was proposed 
to render the insertion of such a provision 


se To a certain degree the policy of 
tied credits when followed was the di- 
rect result of a strict governmental 
control exercised by the French Gov- 
ernment over the Paris money market. 
As early as 1880 an executive order 
gave the minister of finance full au- 
thority to grant listing privileges to 
foreign securities and also to withhold 
such rights at will. This power was 
frequently employed in forcing for- 
eign borrowers to buy French goods. 
Hence in 1908 the Argentine Govern- 
ment gave an order for military sup- 


on 
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plies to the Krupp concern of Germany 
which thus won the business away from 
the Schneider Company of France. [py 
consequence the French Government 
the following year refused to permit 
the listing of certain Argentine loans 
on the Paris bourse. Bulgaria was 
similarly banned for its failure to place 
orders with French firms.” 

An examination of the foreign in- 
vestment of France and her overseas 
trade in the prewar period does not 
bear out the conclusion that they fol- 
lowed an aggressive tying policy. 
Thus, of the total French foreign in- 
vestments amounting to 45 billion 
gold francs, about 12.5 billions were 
placed in Russia in’ the period before 
the war.’ At the same time, of all 
Russia’s imports, only four to five per 
cent came from France, while the 
United States with comparatively few 
investments in Russia accounted for 
six per cent. 

This absence of an effective tying 
policy can be explained mainly by the 
relation between French banking and 
industry. Before the war French busi- 
ness on the one hand was financed not 
so much by banking as by industrial 
capital, for most lines preferred not to 
borrow from the outside but rather to 
finance themselves out of their own 
capital. At the same time French 
banking, after unpleasant experiences 
in early years, was quite generally un- 
willing to take a participation in local 
industry. Therefore, French finan- 
cial institutions had little direct inter- 
est in forcing foreign borrowers to 
place their orders with French firms. 
Moreover, French foreign investments 
took the form rather of loans than pro- 
prietary interests,‘ and so a further in- 


? Federal Trade Commission, Co-operation in 
American Export Trade, p. 76. 

* Ambassador Berenger’s report to American 
Debt Funding Commission, p. 129. 

* See Hobson, Export of Capital, Chapter VI. 
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centive was lacking toward carrying 
out a restricted credit policy. 

Great Britain: In analyzing the 
evidence for light on the British in- 
yestment trade policy, a number of 
individual cases may be found. The 
Federal Trade Commission’s study on 
Co-operation in American Export 
Trade cites several instances which 
show that British financial interests, 
controlling South American railroads 
and other public utilities, insisted upon 
the purchase of supplies from Great 
Britain. Aside from these individual 
instances, statistics on British foreign 
investments and trade do not seem to 
indicate the insistence upon a tie policy. 
This is demonstrated in the statistics as 
of Hobson for the prewar period on 
the amount of loans floated in the Lon- 
don money market by foreign and co- 
lonial railroads and the proportion of 
materials purchased from Great Brit- 
ain.’ If these figures for the separate 
years are analyzed, it is seen that 
while the loans continued in about the 
same volume, the amount and percent- 
age of materials and equipment bought 
in the United Kingdom declined in pro- 
portion to the purchases made in other 
countries. This was particularly true 
of Argentina in the years immediately 
preceding the war when German com- 
petition was severe. In the case of the 
United States, American railway loans 
continued to be floated in huge amounts 
in the London market, while at the 
same time the purchases from Great 
Britain declined to an almost negligible 
sum, amounting to but £1,651,000 as 
against £31,733,000 obtained from 
other countries. 

This absence of a general tying pol- 
icy in the case of Great Britain before 
the war is primarily due to the attitude 
of the British banks toward industry. 
The traditional English banking policy 
was to provide strictly commercial 


Export of Capital, p. 16. 
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credit and to abstain from any form 
of industrial financing. Thus the 
great joint-stock banks of London had 

no direct primary interest in extending re 
the overseas business of theircustomers, _ 
and were equally willing to finance the pnt 
trade of American, French or even _ 
German firms. 

Moreover, the British Government 
quite generally pursued a policy of — o¢ 
laissez-faire toward the overseas in- | 
vestments of its citizens. True,Down- _ 
ing Street intervened in the Chinese 
consortium and caused the failure of Boe 
the Crisp loan, but with few exceptions _ 
British overseas capital was essen- is 2 
tially non-political in nature. The _ 
one force which tended toward the ty- 
ing of loans was the fact that British — We 
investments, especially in the period 
immediately preceding the outbreak "Os 
of the war, were more inclined to | 
take the form of proprietary interests =e 
than of loans. Hence, British direc- 
tors of foreign commerce were ina po- | 
sition to divert considerable business 
to firms in the United States. ei 

Therefore in summary the three 
leading lenders of the prewar period 
followed a tying policy only toa vary- _ 
ing degree, depending upon the force 
of the three factors of the relation of 
banking to industry, the extent of gov- _ a 
ernment control over investment, and 
the amount of proprietary investment. _ 


Post-War TrapE-INVESTMENT 
Po.icy 


The war changed considerably the 
financial position of many of the great = 
powers. Some have been reduced aA 
from the position of creditors to that oa. 
of debtors, while others have been > 2 
transformed from borrowers to lenders. — 

Thus France and Germany are to-day a 
minor factors in the international — 
money market. From the evidence 


* Economics, March, 1925, p. 77. sei! 
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available it would seem that these 
countries in a somewhat different form 
than before the war are pursuing a ty- 
ing policy in the credits and loans 
which they still grant. Commerce 
«Reports (February 6, 1922) states that 
“a group of German manufacturers 
have agreed to furnish the Russian 
_ Government a credit to cover pur- 
chases by the trade department of the 
Soviet Government... . . The credit is, 
of course, to be used exclusively for the 
_ purchases from participating manufac- 
turers.” It should, however, be noted 
_ that this was a credit extended by the 
sellers of goods themselves and not by 
banks. 
Again, France, in extending inter- 
_ governmental! loans to the members of 
the Little Entente, provided that the 
proceeds were to be applied to the pur- 
_—— of military supplies from the 
French Government. 
England, which before the war had 


not followed a general tying policy, has 


in this respect completely reversed her- 
self. This change becomes clear from 
" ie a review of the comments of the London 
Sat financial press. The London Times 
a (November 6, 1925, p. 20a), comment- 
ing on the Gold Coast Government 
loan of 1956, states that “an important 
‘ feature of the loan is that all the 
_ money, with the exception of that re- 
— quired to pay local labor, will be spent 
this country.”’ Similar restrictions 
imposed in loans made _ to 
_ Czechoslovakia. The British Gov- 
ernment loans made to foreign coun- 
tries under the Trade Facilities Act 
uniformly provided for the disburse- 
ment of the proceeds within the 

_ United Kingdom. Thus the loan to 
Lithuania, guaranteed by the British 
Government, stipulated that all the 
materials used in the construction of 


7 See also city notes for March 29, 1924, on 
foreign investment policy. 
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the railways and elevators were to be 
of British origin.*® 

This change of policy by the British 
Government is part of the general pro. 
gram which Great Britain has beep 
forced to follow since the war. Free 
trade has given way to protection, the 
laissez-faire attitude toward investment 
has surrendered to supervision, which 
under the unofficial embargo was as 
severe as that practiced by France or 
by Germany before the war. Such pol- 
icies, however, must be regarded as 
only temporary and adopted to meet 
the emergency of a demoralized foreign 
trade and a consequent glutted domes- 
tic labor market. While the embargo 
has been removed, the impaired finan- 
cial position and the large unemploy- 
ment explains why the tying policy 
continues to have the endorsement of 
the government as is seen in the speech 
of Winston Churchill who, on the 
occasion of the lifting of the ban on 
the money market, said: “I hope so 
far as possible that preference will be 
given in the matter of credit to those 
issues which bring a high proportion 
of orders for goods.” 

The lenders, which have in part re- 
placed Central Europe as exporters of 
capital, have quite generally followed 
a tying policy. Thus Italy in grant- 
ing a loan to Poland stipulated that 
sixty per cent of the tobacco to be pur- 
chased by means of the loan was to 
come from Italy.'° 

In the prewar period American 
investments in foreign countries were 
essentially proprietary in nature and so 
a tying policy was naturally followed. 
Thus the Federal Trade Commission 


® Commerce Reports, May 5, 1924, p. 321. 

* See Kimber’s Foreign Reports, January %, 
1924, p. 64; Commerce Reports, September 18, 
1922; London Economist, 1922, p. 768. 

%” London Times, March 12, 1924, p. 18. 
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jn 1916 notes that “the investment of 
Chicago capital in packing houses in 
Buenos Aires insures the installation 
of American machinery in their plants 
.75).”” 

: Despite the criticism which may be 
heard in conventions of American ex- 

rters and manufacturers, many of 
the loans extended by our banks in the 
post-war period have been tied. A few 
instances may becited. The prospectus 
of the Copenhagen Telephone Com- 
pany, six per cent, 1925 loan, contains 
the statement that “a large part of its 
equipment, particularly that for its 
automatic centrals, has been purchased 
in the United States.” Again, the 
circular on the Argentine four per cent, 
1925 issue, reads: “‘ We are officially ad- 
vised that the proceeds of these notes 
will be applied principally to reimburse 
the Government for expenditures made 
to purchase materials in the United 
States for use by the Department of 
Agriculture.’’ Concerning the loan to 
Peru in 1924, the Commercial Chronicle 
(October 11, 1924, p. 1696) notes: “‘ This 
issue is to provide funds which are to 
be used in defraying the cost of sanita- 
tion construction work already done 
and being carried on by the Founda- 
tion Company, New York.” Simi- 
larly, the loan granted by Dillon Read 
& Company to Bogota in 1924, re- 
quired that “all engineering and con- 
struction work in connection with the 
above loan will be carried out under 
the direction of American engineers 
and contractors.” '' Also the proceeds 
of the Swiss loan of 1922 were spent 
in the United States.” 

CoNCLUSION 

In conclusion, in the period before 
the war, the exporters of capital did 
not generally insist upon a tying policy. 
"Commercial Chronicle, October 18, 1924, 


In the post-war period, 


stricted the spending of the proceeds 
of loans. In formulating a policy re- 
garding the tying of loans, the several — 

kinds of loans must be distinguished. 
Thus, in the case of 
loans made for military purposes, such 


Entente, or those for economic pur- a 
poses as relieving unemployment under — 
the British guaranteed credits, a a tying 
policy may properly be insisted upon. _ 
The same conclusion may be applied —__ 
to direct credits granted by parties 


and also producers, for they naturally _ 
have the right to insist that their goods | 
alone shall be bought. Again, when — 
such investment is in the form of a 
proprietary interest, the owner nat- 
urally can insist upon the determina-— 
tion of the selling policy. 


be demanded in the case of a Al ae 
floated by a banking house which has — 
no direct interest in the trade policy 
of the borrower. In this case the bank- | > ‘a 
er has a direct responsibility to his’ 
client who purchases the bonds of the _ 
foreign borrower. The bond buyer _ 
does not directly benefit by an insist- 
ence that the proceeds be spent in his 
country, but may on the other hand — 
be injured if the borrower is forced to 
purchase goods at prices above those — 
prevailing in other markets, for in the 
end the borrower's financial position 
may thereby be impaired.” an 
Whether or not American bankers . 
will insert a tying clause in their loan 
or contracts will depend largely upon 
the future state of the international  __ 
money market. If among 


= 
| 18 ican bankers will be forced to abandon ta . 
1923, 4 For elaboration of this argument seetheau- 
894. _ thor’s Investing in Foreign Securities, pp. 26-28. 
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such a policy in order to meet the terms 
offered to borrowers in other markets. 
The trend in the past year seems to 
indicate that such a condition lies in 
the immediate future and hence the 


way 


ry 
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insistence on a tying policy may cause 
the loss of considerable financing to 
American banks and may check the 
aspiration of New York to become the 


world’s financial center. 
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ONG years ago and quite without 
thought of foreign trade, a great 
American declared that, though a man 
make no more than a better mouse- 
trap than his neighbor, the world will 
find him and beat a path to his door. 
And to this it might be added that, 
even though the mouse-trap be but a 
common one, its maker will set his 
feet upon strange ways only when the 
number of his traps exceeds neighbor- 
hood demands. In short, until a pro- 
ducer of goods is driven by circumstance 
to seek distant markets, he sits at home 
and, waiting, gives slight regard to 
those agencies upon which reliance 
must be placed for the transportation 
of his wares to the door-step of the 
buyer. Happily situated, such a pro- 
ducer may without risk to himself ig- 
nore the problem of carriage—or say, 
to parallel the legal maxim, Provideat 
emptor. 

But those days of calm indifference 
in the life of American industry are 
drifting rapidly into the golden past, 
as is evidenced by the trend of our ex- 
port trade during the half-century 
just ended. At the opening of that 
period foodstuffs and crude materials 
contributed almost four-fifths of the 
value of our exports, while semi- and 
finished manufactures accounted for 
but one-fifth: many millions abroad 
depended upon the United States for 
cotton and for grains. Yet our man- 
ufactures now contribute almost half, 
while foodstuffs and crude materials, 
despite the continuance of great cotton 
exports, do little more than maintain 
aparity. And every sign points toward 
a further decrease in the volume of 
those exports for which the world’s re- 
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liance was once in us, with a correspond- 
ing increase in the volume of those which 


must meet keen competition in every 


market where offered. 


In consequence of this change, the _ 


United States may no longer wait com- | 
placently for a materials-hungry world _ 


to seek out a path to the door; instead, 


we must discover means of placing — 


goods in the world market with expe- 
dition and at minimum cost. 


Toaccom- 
plish this dual purpose effort must be _ 


directed steadily and thoughtfully to- 


ward reducing production expense © 
without impairment of quality, and _ 


effort must be made to move the 


finished goods to the point of demand 


at the least outlay compatible with 
At this point the 


prompt delivery. 
development of foreign trade becomes 
a problem in transportation. 


The obvious relationship between | 


ocean shipping and foreign trade has 


caused the United States to give 


thought to the formulation of a mer- | 
chant marine policy, though it must _ 


be admitted that our progress has not 


been noteworthy. 


markets, however, has commanded 


The relationship 
of carriers by land to success in world _ 


little attention in America and there __ 


have been offered but fragments of a 
comprehensive policy. 


In this paper a 
certain of these fragments will be as- _ 


sembled with a view to aiding in prog- 


ress toward a definite plan. 
In the development of public policy 


with respect to the railways of the _ 


United States, there is slight evidence 
of thought and no evidence of legisla- 
tive regard for any but domestic com- 
merce. That commerce we have 
sought to protect by enactments de- 
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signed to secure to it the rights accord- 
ed under the old common law— 
adequate and continuous service at 
reasonable rates and without undue 
discrimination—though in our efforts 
we have been guilty of many errors of 
omission, commission and emphasis. 
Yet no less important are these basic 
principles of regulation to the exporter 
than to him who serves the domestic 
market ; except as an adequate and con- 
tinuous service be available, the for- 
eign buyer cannot be assured of proper 
delivery and except as rates are rea- 
sonably low and discrimination con- 
trolled, the producer suffers a financial 
disability. And, because the average 
distance of American plants from tide- 
water is greater than those of compet- 
ing nations, railway transport is more 
important than where easier access to 
water is had. 


IMPORTANCE OF ADEQUATE SERVICE 


Long accorded insufficient attention 
by the public and ignored strangely by 
the carriers is the importance of ade- 
quate service. While American pro- 
ducers were interested almost wholly 
in the home market and the railways 
were all guilty of inadequate service, 
prejudice did not enter, even though 
serious inconvenience was suffered. 
But when those same producers seek 
trade in markets which may be served 
by competitors who do not labor under 
the shadow of congestion, priority or- 
ders, and embargoes, an adequate serv- 
ice becomes vital. Such a service is 
now enjoyed by the domestic trader 
and, in large measure, by the exporter, 
be it said to the great credit of railway 
management. Since May, 1923, when 
the consequences of the shop strike and 
an excessive railway individualism were 
finally overcome, there has been at no 
time a net shortage of equipment. In 
1925, indeed, with the largest revenue 
tonnage moved in history, the net sur- 
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plus of cars at no time dropped below 
100,000 and the maximum gross short. 
age was less than 3000—about 1/60 of 
the net shortage in the same month of 
1922. Yet the maintenance of this 
adequate service in the face of growing 
demands upon the plant will require 
enlarged properties and even greater 
efficiency, both offering a sharp chal- 
lenge to management. 

Much of the striking improvement 
in railway service has resulted from 
closer co-operation among the carriers 
through the Car Service Division of 
the American Railway Association and 
from the co-operation of that Division 
with the public through the Shippers’ 
Advisory Boards. From these boards 
information is obtained which permits 
car requirements to be estimated with 
accuracy for a reasonable period in ad- 
vance and such data enable the railways 
to marshal equipment to maximum ad- 
vantage. Through these boards, too, the 
shipper is being educated to the more 
orderly movement of goods, to heavier 
loading and more efficient use of cars, 
and to fair treatment of one another. 
Much has been gained, yet much re- 
mains for these groups to accomplish, 
even in fields already opened. 

However, the railways will soon face 
service demands which cannot be met 
by increased efficiency and greater co- 
operation alone: only an enlarged and 
improved plant, with increased eff- 
ciency and close co-operation, will 
serve. To secure such a plant, an 
adequate rate level is essential: though 
many factors have contributed to the 
weakness of railway credit, the inabil- 
ity of the carriers to earn a fair return 
would alone have occasioned a sharp 
decline. In the Transportation Act 
Federal legislation recognized the need 
of adequate earnings, but the constant 
and unreasoning attacks upon the rate 
provisions of that measure since its 
passage indicate all too clearly that an 
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4 
alightened public opinion does not 
gen yet exist on this point. Except 
4s moneys now invested in the rail- 
gays receive a fair return, the funds 
yeded to improve the plant will not be 
forthcoming—and the consequences of 
inadequate service are far more serious 
than those ills which might flow from a 
moderately higher rate level. If inad- 


equate service constitutes a threat for 


those who rely upon the domestic mar- 


jet, it assuredly imperils the interests 
d the exporter even more. 

The location of weak lines in areas 
served also by strong lines has handi- 
capped producers served by the weak 
and has been a source of much difficulty 
for regulatory bodies seeking to secure 
lke treatment for all. Consolidation 
might, in certain instances, improve 
ervice and minimize governmental 
interference. Greater gain will result, 


however, from increased co-operation 
among railways, such as the pooling of 
certain traffic and the joint use of facil- 
ities which, exclusively employed, react 
to public disadvantage. Further, if 
the United States develops a compre- 
hensive plan of inland waterways, 
dose co-operation between rail and 
water carriers in all service matters 
should be effected. This may be had 
with the independent operation of the 
two or it may prove desirable to per- 
mit, even encourage, the utilization of 
these waterways by railway-owned 
boats. To facilitate the latter, the 
Panama Canal Act ought to be mod- 
ified in conformance with the recom- 
mendation of the Interstate Commerce 
Commission in 1917. Legal basis 
should. also be provided for co-opera- 
tion between the railways and vehicles 
operating upon the public road. Al- 
ready there is clear evidence that the 
railways desire to correlate rail and mo- 
tor transport, using the one as a proper 
supplement to the other. This move- 
ment should be encouraged, with the 
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public protected against abuses at the 
hand of railway-owned or separately 
operated vehicles by the early adop- 
tion of an intelligent regulative policy. 

But the great opportunity for the 
improvement of export service lies in 
terminal and port operation: it is here 
that railways and governmental units 
have failed conspicuously to deal effec- 
tively with a vital problem. Railway 
terminal facilities are furnished by the 
carriers individually, port facilities in 
part by municipalities interested in 
promoting the flow of commerce 
through particular ports and in part by 
carriers which have sought to capital- 
ize early appearance or which have 
found economical access to the water- 
front denied otherwise. Difficulty in 
terminals and in ports is the conse- 
quence generally of two faults, exces- 
sive individualism and the lack of any 
comprehensive plan. Railways which 
possess terminals strategically valuable 
because of location or of peculiar adap- 
tability, have regarded those terminals 
as weapons to be used to maximum ad- 
vantage in competition for traffic; of- 
ten, therefore, the power arising from 
their possession is used to the injury of 
the shipping public as well as to the 
disadvantage of rival lines. The loca- 
tion of existing terminals, once properly 
situated perhaps, frequently makes it 
impossible, physically or financially— 
even both, to expand with the growth 
of traffic, while competitive terminals 
often so hedge a given district about 
as to impede seriously the development 
of any city plan. Yet re-location of 
terminals is regarded with trepidation 
under a highly competitive régime. 
For these difficulties there is no pana- 
cea, but greater co-operation among 
the railways—even to the extent of the 
joint ownership of terminals re-located 
and thoroughly modernized—promises 
material improvement. And the ship- 
per is quite within his rights in demand- 
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ing that the advantages of individual 
railways under the present system be 
not permitted to obstruct unduly the 
movement of traffic, as well as in ask- 
ing that the preémption of desirable 
sites by older lines be not permitted to 
deny to him a service equal to that 
which his competitor receives. In any 
conflict of rights between the shipper 
and private property in an enterprise 
“burdened with a public interest,” the 
shipper seems entitled to the greater 
consideration. 

But even more chaotic than the ter- 
minal situation is the situation inatypi- 
cal port. The lack of a comprehen- 
sive plan in the face of the peculiar 
need for intelligent organization, the 
keen competition among various groups 
for water-frontage—the railways, in- 
dustrial plants, commercial enterprises, 
shipping lines, and even governmental 
units—and the improper organization 
and utilization of trackage which lies 
back of the water-front have combined 
to create a tremendously difficult prob- 
lem for those who seek to facilitate the 
rapid movement of goods at low cost 
through our ports. Here again there 
is no panacea, yet here, too, co-opera- 
tion can accomplish much. However, 
the formulation of a comprehensive 
plan and the authorization by law of 
some public body with broad powers to 
develop that plan, are essential if order 
is to come even after long years. Im- 


proved terminals and properly organ- 


ized ports bear importantly upon the 
fortunes of those engaged in foreign 
trade: little does the shipper gain if his 
goods move speedily “along the line,” 
only to languish in terminal or port un- 
til his vessel has moved out to sea. 
One further consideration remains 
which touches adequacy of service. 
Asthe volume of foreign trade increases, 
the establishment by our railways of a 
supplementary ocean service such as is 
maintained by the two great Canadian 


Tue ANNALS OF THE AMERICAN ACADEMY | a 


q 


systems, will be suggested. By sucha 
service closer co-ordination betweep 
rail and water movements is possible 
and by it control of shipments can be 
earlier secured and longer retained. 
Such a service might develop upon g 
competitive basis or it may result from 
the co-operative action of carriers 
seeking mutual gain through regional 
or port development. However, the 
break with the tradition of the past and 
the keen rivalry among shipping lines, 
with their eagerness for new business, 
make such a development unlikely on 
a large scale under present conditions, 
No less important to those interested 
in foreign markets than adequate sery- 
ice is continuous service. Breaks in 
the continuity of service may result 
from the inability of the carrier to han- 
dle goods offered for shipment or from 
the refusal of the carriers to serve upon 
the terms accorded by regulative bod- 
ies; but the first, an embargo, is a sery- 
ice problem and the second situation 
is so improbable as to be ignored. Ces- 
sations in service may also follow the 
refusal of those who man our railways 
to continue at their posts—and this is 
a danger to which the shipping public 
has been exposed on a broad scale dur- 
ing recent years. Industrial relations 
long occupied small place in the public 
mind, though the American people 
realized at a comparatively early date 
that struggles between the railways 
and their employes were not “private 
fights.”’ Legislative action was first 
taken in 1888 but, one after another, 
measures which have sought to estab- 
lish a plan for the peaceful composition 
of disputes have been discarded. In 
the Transportation Act were embodied 
provisions which gave recognition to 
the tripartite character of the problem 
and, under it, machinery was provided 
that should have operated with consid- 
erable success. Yet, because of certain 
inadequacies in the law itself, because 
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of the abnormal situation faced by the 
Board created under the Act, and be- 
cause of the inexcusable stubbornness 
and self-will of certain groups of car- 
riers and of workers, there has been sub- 
stituted quite recently another plan. 
“The proof of the pudding is the eat- 
ing,” and the writer hopes the new 
scheme will be a delight to all, but 
there seems to be so little of promise 
behind or within the present law that 
it is difficult to see in it “the dawn of a 
new industrial day.”’ It is not unlikely 
that the problem of continuous service 
may demand thought and improved 
machinery within a too-brief time. 


Factors Low Rartway Rates 


Though an adequate and continuous 
rail service is essential to the develop- 
ment of foreign trade, opportunity to 
participate in that trade is dependent 
upon costs. The level of railway rates 
upon raw materials and finished goods 
is, therefore, a matter of concern and 
this is increasingly true as competition 
grows keen. Capable of contributing 
to the establishment or the maintenance 
of a reasonable level of rates are nu- 
merous factors. The consolidation of 
railways may aid to this end, though it 
is quite easy to exaggerate the savings 
which will result from the further unifi- 
cation of railway properties. Offering 
greater opportunities for the reduction 
of costs is an increase in efficiency. 
That railway management is alert to the 
possibilities here is clearly evidenced 
by the progress made within recent 
years: in the face of stationary rates 
and gradually rising prices, the finan- 
cial position of the carriers has steadily 
improved. However, even greater effi- 
ciency must be attained—though con- 
spicuous progress can result only from 
the better co-operation of the employe 
group. If railway labor develops a 
sense of public responsibility as rapidly 
during the next decade as has manage- 
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ment in the past decade, many econo- 
mies can be effected and many improve- 
ments in service made to the obvious 
gain of the public, the carriers, andthe _ 
co-operating labor groups. : 
A reasonable assurance of the con- _ 
tinuance of a fair return upon railway — pat 
investments will also contributeto min- 
imum long-time rates. Such 
will make obtainable upon more rea- __ 
sonable terms funds needed for the de- 
velopment of the railway plantandthis 
development will permit the carriers to aie 
escape the operation of the law of de- ¥ - 
creasing returns. The opportunity for 
great speculative gains in the — 
field disappeared with the frontier and — 
with the advent of regulation. Hence- 
forth, funds drawn into railway chan- 
nels must be lured by safety or bya high — " 
current return. And, in the end, a 4 
reasonable assurance of safety 
from the public a lesser price. fe 
Another factor capable of contribut- _ 
ing materially to a low level of railway 
rates is improved terminal and port 
operation. Better organization at 
these vital points, with the diversion of a 
traffic to those terminals and ports 
which enjoy low costs because of effi- 
ciency or location or volume of business, a 
should yield considerable savings. — 
There exists, it is true, a certain skep- __ 
ticism regarding, if not antagonism 
toward, the use of cost as an ee J 
factor in rate determination, yet with _ 
respect to terminal and portoperations, __ 
costs could be ascertained with rea- 
sonable accuracy and applied with some __ 
rigor. No city or port, no carrier, no 
shipper, can justly ask that certain — 
movements be burdened to permit the 
subsidization of others. No 
plan would stimulate the —e 
tion and efficient direction of proper: = 
ties more surely, no other plan accom- 
plish a redistribution of tonnage among 
cities, among carriers, and among ports 
upon the basis of total economic cost _ 
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more speedily. And to such a redis- 
tribution the shipping public and the 
advantageously located carriers and 
cities or ports are clearly entitled. 

One point remains to be made with 
regard to reasonable rates, and that 
point has to do with the method of 
rate-making. Few are concerned 
more vitally with the rate than he who 
pays it, yet railway traffic officials have 

Jong and stoutly held that the field of 

_ vate-making is hallowed ground which 
none but they may tread—that the 
making of rates is a mystery beyond 
the shipper’s ken. In support of the 
“star-chamber”’ method of rate-making 
as against the determination of rates 
by conference and by arbitration, cer- 

tain arguments may be adduced, but, 
however sound this plan may be when 
_ applied to domestic rates, it seems inde- 
fensible in the determination of export 
rates. For here factors wholly beyond 
the knowledge of the traffic officer bear 
importantly upon the ability of the 
x tonnage to pay. Such rates might 
aa well be fixed by definitely organized 
conference groups, subject to revision 
a oa __ by public authority if shown to be non- 


tory in character. 
DiscRIMINATION 


The requirement that common car- 
riers serve without undue discrimina- 
tion, raises problems of a diverse char- 

acter when applied to foreign commerce. 
an Only the desire to curtail entry into 
distant markets would justify export 

rates in excess of those assessed against 
domestic traffic. But what of lower 
7 rates upon tonnage moving in foreign 
trade? Obviously, the principle which 
an should normally govern is that of 
_ equality of treatment: every type of 

traffic ought, in theory, to contribute 
Le its due portion to both the constant 
and variable costs of railway opera- 
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applicable to domestic traffic and its 
application to export tonnage might 
easily serve as an important obstacle 
to the development of trade. This is 
particularly true of those commodities 
with respect to which competition jg 
very keen and transportation costs g 
significant factor. Insofar as condi- 
tions permit, export rates should be 
maintained upon an equality with do- 
mestic rates, but there would seem to 
be no bar in equity to lower rates on 
export shipments so long as out-of- 
pocket costs were covered and some 
slight contribution made to general 
expenses. Yet such departures ought 
to be permitted only upon a good and 
sufficient showing of need and and ab- 
sence of public prejudice. 

A second problem in discrimination 
appears in port differentials. This is 
an old question and a perennial one, 
particularly familiar because of the 
struggle for advantage—or parity— 
among the North Atlantic ports. The 
demand for a favorable differential 
rests generally upon lesser distance or 
disadvantaged situation; through the 
differential a larger share of the tonnage 
than would otherwise be obtained, is 
sought. Such controversies may be 
settled by test of strength or by com- 
promise, usually the latter, and upon 
the principle in foreign trade of a com- 
bined rail-and-water rate which is the 
same via all ports. Aside from the 
differentials governing among the North 
Atlantic ports, relationships have been 
established between and among other 
ports and groups of ports such as those 
facing the South Atlantic and the Gulf. 
In the determination of differentials, 
however, bargaining power and equal- 
ization have been the important deter- 
minants, not transportation costs. 
Should cost studies be made and a 
readjustment of differentials rested 
upon such cost data,a considerable mod- 


ification might be made in the channels 
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of traffic. Yet it is doubtful if differ- 
entials based upon costs could rightly 
be regarded as discriminatory in char- 
acter. 

Afinal problem of discrimination, and 
one which involves the railways quite 
incidentally, appears in Section 28 of 
the Jones Merchant Marine Act. The 
direct subsidization of American ship- 

ping has been urged from time to time 
but the weight of public opinion has 
been consistently adverse to that type 
of aid. However, when Congress was 
confronted with the problem of finding 
tonnage for our large merchant marine 
after the war, a provision was embod- 
ied in the law which departed strikingly 
from past practice. This provision 
denies to shipments entering or leaving 
the United States the privilege of mov- 
ing upon the joint rail-and-water rates 
except as those shipments move in 
American bottoms—though the U.S. 
Shipping Board may cause the suspen- 
sion of the section by certifying to the 
Interstate Commerce Commission that 
the service offered by American lines is 
inadequate. Goods moving in foreign 
bottoms would thus pay a higher rail 
rate where the joint through rate is less 
than the sum of the domestic rail and 
the water rates applicable. However, 
because of complaint from American 
commercial interests, Section 28 has not 
yet been applied, the one attempt caus- 
ing vigorous protest. Its application 
would prejudice the rapid movement of 
shipments, it is urged, and react to the 
marked disadvantage of certain ports 
except as American shipping service is 


wed 


improved and as domestic rail rates to 
ports are equalized. But this oni 
zation cannot be effected without dis- 
rupting’ rate relationships of long © 
standing and twisting entire rate struc- 
tures. So it appears that this method 
of aiding American shipping threatens 
greater injury to shipper, to carrier, _ 
and to prejudiced port than it prom- 
ises gain to our merchant marine. 
Railway rate problems are sufficiently 
difficult without asking the carriers to 
drag others’ chestnuts from the fire. 
Section 28, it seems, merits elimination — 
from the law. ‘ 

In the past the railways have served | 
the interests of American foreign trade 
normally and well. In the period — 


which lies ahead, however, the problem — ge 


of the exporter promises to be a more 
difficult one. Success wil] require the 
close and effective co-operation of all 
agencies concerned with the produc-— 
tive process. Important aid must “Saas 
rendered the trader by the railways, — 
among others, if they are not to be the “ee 
losers both in tonnage and in good will. — 
To that end the carriers should 
make a careful study of the entire 
problem and, having accomplished all — 


that they alone find it possible to ac- es 7 


complish, stand ready to co-operate in eS 
fullest measure with other agencies 
such as port authorities, exporting 
groups, and shipping lines. It is 
through ready and effective co-opera- 
tion that maximum results will be 
attained, rather than through govern- 
mental prescription of policies and i 
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Highway Development on Future Markets 


By Water PARKER 


Executive Vice-President, National Flood Prevention & River Regulation Commission; Vice-Pres. 


ident, Mississippi Valley Association; President, Lakes to Gulf Hi 
Bullen, Costa Rican Group, Pan-American 


United States 


HETHER we call it economic 
necessity, growing pains, or see- 
ing beyond the near horizon, the fact 
remains that the interior or inland 
_ districts are now in open revolt against 


se the lethargy shown by the Federal 


Congress toward the larger economic 
problems of the country. 

The “farm bloc” so frequently re- 
ferred to is really not a farm bloc at all, 
- but a number of independent groups 


manufacturers, shippers, producers 


- and people generally throughout the 
Mississippi Valley who have found it 
necessary fo fight for their economic 
_ freedom and who have come together, 
subconsciously, perhaps, but neverthe- 
_ less effectively, seeking a common goal. 
That goal is the use of the water 
resources of the nation for beneficial 
purposes, in place of waste as destruc- 
tive floods. The carrying out of such 
a policy, according to the leaders 
throughout the Valley, will mean the 
control of flood run-off, the conservation 
and use of now wasted water for irriga- 
tion in aid of agriculture, for power in 
aid of industry, for streamflow regula- 
_ tion in aid of navigation, for flood con- 
trol in aid of general development, and 
for the checking of soil erosion, out of 
which will come a solution of several 
pressing problems of larger importance, 
such as: 

(1) Increased farm production at 
decreased cost. 

-- (@) A readjustment of freight rates 


between midwest concentration points 


and shipside on a more favorable basis 
than now exists. 


4 


- 
rat 


way Association; Chairman 
inancial Conference 


(3) Lower cost power and transpor- 
tation for industry. 

(4) Reduced danger from floods, 
which will permit the fertile lowlands 
to develop an increased purchasing 
power. 

(5) Easierand lesscostly interchange 
between domestic and foreign transpor- 
tation. 

(6) Finally, the carrying out of such 
a policy and plan will mean the location 
of industry on the banks of navigable 
streams, in close juxtaposition to raw 
material and food supplies, with water 
power near, and with easy, low cost 
access to the new markets of great 
promise in Latin-America. Such a 
combination is expected to create a new 
economic margin, over and above nor- 
mal profits, which can be used to offset 
the low wage scale of Europe in com- 
peting for world markets for America’s 
surplus. 

This movement for economic free- 
dom has caught the imagination of the 
people of the Mississippi Valley as 
nothing has ever done before. Men 
who make a business of discounting the 
future are taking it seriously. 

Recently Fenner and Beane, New 
York and New Orleans brokers, issued 
a bulletin under the title, “‘ Philosophy 
of Empire Building—How and Why 
Business Grows,” which shows how 
this movement has developed within a 
few years. The bulletin reads: 


In the very recent past the population of 


the United States has increased ten millions. 
The buying power of these ten million peo- 
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ple is now greater than is the buying power 
of all Canada. 

Last year, the wealth of the United States 
increased by about fifty billions of dollars, 
and is now somewhere around 400 billions. 

Such growth is incomprehensible to most 


It is made possible, first, by natural 
resources. Next, by the ability of the peo- 
ple of the United States to quickly adjust 
themselves to new conditions in order to 
take advantage of new opportunities. 

The revolt of the Mid-West against the 
economic lethargy shown by Congress 
arises from the fact that the business genius 
of the people is being handicapped by lack 
of vision and action by the Washington 
government. 

The growth in population and business of 
New York, Chicago, San Francisco, St. 
Louis, New Orleans, is simply accepted by 
the people. But the magnitude of the 
underlying structure and the economic force 
that structure is developing cannot be 
visualized by the average man. 

A single illustration will serve: 

Chattanooga, an industrial city near the 
coal and iron mines, on the Upper Ten- 
nessee River, reports a present-day popula- 
tion of 97,000, a gain of 300 per cent in a 
single generation, and bank clearings of 400 
millions, a gain of one thousand per cent in 
the same period. Chattanooga has growing 
pains. Its economic environment is he- 
coming cramped. 

The Tennessee River is a wide, deep, 
navigable stream. Boats ply on it locally. 

But at Muscle Shoals there is an obstruc- 
tion. Boats from Chattanooga cannot 
reach the Ohio and the Mississippi. Con- 
sequently, Chattanooga, which manufac- 
tures for export, is denied the advantage of 
inland waterway connection with shipside 
on the Gulf. 

Nearly ten years ago the Government 
began work on the Muscle Shoals Project, 
to make the Tennessee navigable and to 
create low cost water power. 

To date, the Government has put about 
100 millions of the tax payers’ money into 
Muscle Shoals. The project is not yet 
complete—the Tennessee is not yet naviga- 
ble, and the Government does not yet know 
when the project will be completed, who 
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will finally operate it, or whose larger in- 
terests it will serve. 

Quite naturally, Chattanooga is peeved 
and disappointed, and looks about for help 
for the solution of its pressing economic 
problem. 

It finds local allies at Knoxville, Flor- 
ence and the like, and region-wide allies in 
the Mississippi Valley. 

The entire Ohio Valley is peeved because 
the federal Ohio lock and dam system, 
begun in 1879, is not yet completed. 

The Missouri River section is up in arms 
because of uncontrolled floods and non- 
navigable rivers. 

The Lower Mississippi is pressing Con- 
gress for emergency flood control works. 

The Mississippi Valley Association has 
mobilized the strength of some 400 local 
chambers of commerce behind constructive 
waterway legislation. 

Nationally, Chattanooga finds business 
generators generally urging an economic 
readjustment through flood control and 
river regulation, which will broaden their 
markets. 

There is plenty of help near at hand in 
behalf of a national policy under which the 
water resources of the country, including 
the Tennessee, will be used for beneficial 
purposes instead of being wasted as destruc- 
tive floods. 

And so Chattanooga’s battles are fought 
for it at Washington. 

Many other trade and industrial centers, 
agricultural sections and the like, particu- 
larly in the Great Valley, are suffering from 
growing pains. So many in fact, that when 
the United States Senate was told in June, 
1926, that it must not adjourn because the 
Rivers and Harbors Bill had not been acted 
on, it did not adjourn, and finally succeeded 
in adjourning only after it had agreed to 
give the Rivers and Harbors Bill right of 
way over all other legislation at the Decem- 
ber session. 

Region-wide concert of action has re- 
placed local isolated endeavor. This'is but 
another evidence of the ability of the coun- 
try to adjust itself to conditions, when 
occasion requires, to meet the needs arising 
from population and wealth increases on a 


ratio never known elsewhere in the y 
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That ability is the best evidence that the 
business of the country will continue to 
_ thrive and expand, and that alert men will 
gontinue to find profitable employment in 

discounting the future. 


Prosiem oF INCREASED Costs 


‘There is no lack of business any- 
where, but everywhere the complaint 
ultimately focuses on one point—the 
high cost of doing business. 
_ First of all, the people of the United 
States now pay in Federal, state and 
__ Joeal taxes something more than eleven 
and a half billion dollars, or about $100 
per capita. Eight dollars deducted 


_ from the earnings of each and every 
_ individual each and every month! 
Immigration has been cut off. 

Farm labor comes high. 
Some farmers are producing staple 
erops on lands worth in the open mar- 
. eps ket #500 an acre. There are no avail- 
ar able free virgin lands left. 


E The manufactured articles required 
ef by the farmer are tariff-protected from 
competition by cheap labor in Europe. 
ae The Panama Canal has made the 

low cost route between the coasts the 
water route. The mid-western farm- 
ers and the Ohio Valley manufacturers, 
in terms of freight rates, are now at the 
end of every haul. Formerly, when 
the rails alone crossed the continent, 
_ they were in the middle and could move 
their product either way with equal 


Anyway, the railroads must pay 

3 twice as much for a track worker as 
formerly, and must sell their services 
accordingly. 

The concentration points fare simi- 
larly. Costs of doing business have 
multiplied. Their charges are higher. 

The trade centers pay more for car- 
fare, for food, for service of every kind, 
and this higher cost, wherever possible, 
is passed on to the interior. 

At the ports an even more serious 
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situation arises. Prohibition has taken 
a heavy toll from port municipal 
revenues. This loss must be made up 
by heavier direct taxes on merchants 
and property owners. Dock labor 
costs more. At a certain Gulf port, 
when private enterprise was turni 
surplus labor away, the Shipping 
Board, out of a clear sky, raised the 
wage of dock labor serving Shipping 
Board vessels by thirty-three and a 
third percent. Draying and lightering 
cost more than in the good old days 
before the war. And so on down the 
line. 

Meanwhile, the monster impetus 
given industry by the war hastened by 
many years the change of status of the 
United States from a producer and 
seller of raw material to a producer of 
the finished articles of commerce, re- 
quiring therefor greatly expanded over- 
seas markets. 

This change of status changes every- 
thing. 

No longer is America willingly the 
forest, field and mine for the industrial 
populations of Western Europe. 

Instead, she desires to sell tables and 
chairs from her forest products, flour 
and cloth from the products of her 
fields, and steel forms and engines from 
her metals. 

Because Western Europe must find 
employment for its own industrial pop- 
ulations it does not willingly take the 
finished articles of commerce from us. 
Anyway, since we have all the gold, 
and maintain a high tariff wall, Europe 
lacks the wherewithal to buy. 

And so, in the more or less natural 
order of things, America is faced with 
the problem of developing new markets 
of great promise for the new character 
of commerce being generated. 

Near at hand, ready and waiting, 
there is Latin-America. It has every 

climate, every character of soil, abun- 
dant minerals, monster untouched 
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forests, navigable channels penetrating 
far into the interior. 

There, the overflow populations of 
Western Europe are more than wel- 
come. Virgin free lands are open to 


Contrasted with natural resources, 
Latin-America’s total public debt is 
inconsequential. 

Latin-America will need money, 
window panes, needles, automobiles, 
plows, roofing material—practically the 
whole range of human requirements. 

It has meat and minerals, timber and 
rubber, coffee and hides to sell in 
exchange. 

It needs railroads, and highways, 
docks and warehouses, engineers and 
doctors. 

An ideal situation, basically, for 
reciprocal trade between the United 
States and the remainder of the New 
World! 

But—America, with high internal 
costs, must find a way to compete 
permanently with Europe, where wages 
and costs of living are lower. 

American business genius has devel- 
oped mass production. Europe is 
coming to that. 

Europe has developed combinations 
for foreign trade promotion. America 
is coming to that. 

Europe uses its inland waterways. 
America will do that. 

Europe applies the results of scientific 
study to the development of foreign 
trade. America is beginning to do 
that, too. 

America has capital and raw mate- 
rial. 

At the moment Latin-America’s 
business with the United States is in- 
creasing more rapidly than is Latin- 
America’s business with Europe. 
Europe’s economic comeback may 
change this unless America puts her 
economic house in order in the mean- 


ENVIRONMENT 
So long as American wealth con- rf ca 
tinues to increase at the present rate, __ 
neither labor nor the railroads would | 
be content with less income. a 
Nevertheless, students of economy 
are of the opinion that there isa practi- _ 
cal way to radically lower American 
costs of production and distribution _ 
without lowering wages or materially _ 
lowering railroad rates. . 
The steps they recommend, in the ~ 
order of their importance, are as - 
lows: 
(1) Improved port economy and a 
more efficient and lower cost port serv- 
ice. a 
(2) Development and use for the % 
movement of commerce of the inland 
waterways of the country. | 
(3) The use for beneficial purposes in — 
place of waste of surplus interstate 
drainage. 
(4) A subsidized American merchant — 
marine, wholly in the hands of private 
enterprise and operated under laws at 
least as favorable as those of — 
countries. 
(5) Ample appropriations for the > 
Federal Bureau of Foreign and Domes 
tic Commerce, and adequate salaries for — 
foreign trade attachés of the highest — 
type capable of being produced by 
America. 
The carrying out of these recommen- 
dations will mean fully co-ordinated 
service at strategically located ports 
with facilities operated by both private 
enterprise and by the public, the first 
enjoying full economic freedom, the 
iatter in position to supplement pri- 
vate enterprise in any way the port 
may require and to serve transportation 
lines which for any reason may not care 
to make permanent investment in 
facilities. This plan is being carried 
out by Mobile on the Gulf. Water 
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front warehouses serving all transpor- 
tation lines equally well will permit low 
cost concentration and handling in and 
out between periods of production and 
consumption at more strategic points 
than are now as a rule used. 

River regulation—impounding water 
_ in the mountains for power, irrigation 
and streamflow control; soaking more 
water into the ground through contour 
plowing on the farms; the checking of 
soil erosion, and finally, flood coatrol 
_ and the reduction of the annual flood 

menace to the fertile lowlands will 

ereate a new and as yet undiscounted 

economic margin—a margin of profit 


» 


agriculture, industry and commerce. 
In the case of the Mississippi Valley, 
which produces between eighty and 
_ ninety per cent of the raw materials 
_ underlying the industry and commerce 
of the country—food, coal, oil, min- 
 erals, power, etc.,—it is contemplated 
_ that industry will locate on the banks of 
the navigable waterways in close juxta- 
_- position to supplies of raw material 
and food, low cost transportation and 
_ power, enjoying direct access to Latin- 
_ America, both for the export of finished 
merchandise and for the import of raw 
material. 
_ Farm relief of a permanent character 
would come from irrigation, water 
_ power, inland navigation, reduced soil 
erosion, and safety from floods, the 
combined benefits of which would lower 
the cost of agricultural production and 
distribution. 
Some overseas delivery wagons, con- 
trolled by America, are essential to the 


_ trade. American ships, unaided, can- 
is not long compete on the high seas when 
handicapped there by the high costs 
prevailing within the three-mile limit 

‘ nd by restrictive laws and regulations. 


Given an equal chance with foreign 
lines, American business genius can 
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solve the remainder of the problems, 

Tens of millions spent ann 
for foreign trade development by 
the United States will pay mighty 
big dividends. Foreign trade attachés 
should be specially educated and 
trained not only in the languages and 
the science of commerce, but in the 
life, habits and psychology of the peo- 
ple among whom they are to work. 

Two incidents will illustrate this 
need. A South American merchant 
ordered dry goods from the United 
States but wanted nomourningcolorsin- 
cluded. The clerk never heard of any 
mourning color save black. He loaded 
the order with purples. Purple is the 
mourning color of that country. 

A Mexican spinner ordered round 
bales of cotton. The exporter never 
inquired why. One year there were no 
round bales, and square bales were sent. 
A mighty howl of protest came back 
from the Mexican spinner because his 
mill was 200 miles back in the moun- 
tains, with pack mules as the only 
transport. Round bales weigh 250 
pounds. Square bales weigh 500 
pounds. The mule could pack only 
250 pounds. 

The American exporter will need 
dependable, sound advice until his 
knowledge of other peoples and other 
lands at least equals that of the 
European world trader. 

The effect of port improvement and 
inland water highway development 
going hand in hand with a remade 
economic environment, resulting from 
the use for beneficial purposes in place 
of waste of surplus interstate flood 
drainage, will undoubtedly be an enor- 
mously augmented ability by the 
United States to sell abroad in compe- 
tition with Europe, and an extension of 
the life of easy living within the United 
States by many generations. 

To this end several carefully organ- 
ized movements are under way. 
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The Mississippi Valley Association, 
behind which stand 400 Mississippi 
Valley chambers of commerce, is lead- 
ing the movement for the early comple- 
tion of the system of inland navigable 
channels between the Rockies, Canada, 
the Appalachians and the Gulf. 

The National Flood Prevention and 
River Regulation Commission, behind 
which stand not only the chambers of 
commerce but many manufacturers 
and merchants as well—business men 
who desire the benefits of larger domes- 
tic markets resulting from the larger 
buying power a remade economic en- 
vironment wil] produce—is developing a 
country-wide demand for a national 
policy calling for the use for beneficial 
purposes of the surplus flood drainage 
in place of its waste in destructive 
floods, and under which Federal, state 
and local governments and private 
enterprise may co-operate in an orderly 
way for the carrying out of definite 


aa FRR 


From the beginning the public has 
owned all the water frontage at New 
Orleans. Many miles of water front- 
age are yet unoccupied there. Private 
commercial enterprise cannot purchase 
or lease water frontage there as it can 
in New York, with full economic free- 
dom. New Orleans’ publicly owned 
harbor front facilities were built with 
five per cent money, they pay no taxes, 
and are open to use by all comers upon 
the payment of the established fees. 
The Port Authority is expected to 
supply facilities to meet all the de- 
mands made on the port. 

Mobile is developing a system which 
combines both the New York and the 
New Orleans systems. It is creating 
some extensive state-owned port facil- 
ities which will be operated by a public 
board. Any ship or boat so desiring 
may use these facilities by paying 
the established fees. Meanwhile, the 
ownership of all the remainder of the 


harbor frontage at Mobile continues in 


plans to that end. 


Port Pouicy a Factor 


From the beginning, business enter- 
prise has enjoyed free play and full 
economic freedom on the water front 
at New York. 

Monster tax-paying terminals have 
been built with private capital. 
managers of such terminals have sent 
solicitors wherever commerce is gener- 
ated, seeking business. 
trade has prospered to the point where 
congestion of the water front and high 
costs of property handicap the coming 
of new water front enterprises. 

To correct this condition, some new 
water frontage, publicly owned, is being 
and is to be created. The announced 
policy of the New York Port Authority 
is that such publicly owned frontage 
will be leased to business enterprise, 
and that none will be operated by the 
public in competition with business 


enterprise. — 


one a SSa 


New York’s 


private hands and business-owned com- 
mercial facilities may be developed 
there with full economic freedom. 

An economist has said: “Business 
enterprise has too much freedom at 
New York, and not enough at New 
Orleans. Mobile, in the end, may 
point the way for both.” 

Port policy will play a large part in 
the development of Latin-American 
commerce with the United States, par- 
ticularly in the matter of raw materials 
passing from Latin-America to the _ 
United States. ie 

These materials are now concen- . 
trated at the Latin-American ports 
where interest rates are high. In the 
case of such commodities as coffee, 
there is not adequate facility in the 
Latin ports for economically taking up 
the slack between the periods of pro- 
duction and consumption, the latter 
extending over a period of a year. 

Port economists feel that facilities 
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_ will need to be provided at the United 
States ports serving the Latin-Ameri- 
can trade where the raw materials, 
whenever the producers are ready to 
ship, may pass from the Latin countries 
into low cost storage, there to remain 
until required by United States con- 
m4 sumers, meanwhile enjoying the bene- 
% ¥ fits of low rated money, and the 
Opportunity for quick distribution to 
any North American manufacturing 
center. In such an arrangement they 
see an advantage over the carrying in 
Latin-American ports of such commodi- 
ties as will ultimately be needed 
: in the United States. 
| The same would be true of certain 
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exports from the United States—cotton 
as an illustration. Such a commodity 
concentrated at a convenient United 
States port, and held until required 
abroad rather than held for long periods 
at, say, Liverpool, or Havre, or Bremen, 
could be resold at any time to any 
consuming center, because no ocean 
freight charge has been paid, mean- 
while enjoying such advantages as the 
relative economic ease of the United 
States can give it. 

Whether such service can best be 
developed under the port system of 
New York, or that of New Orleans, or 
under the composite system of Mobile, 
remains to be seen. 
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ARINE insurance, or “‘trans- 

portation insurance” as it should 
more appropriately be called, is mul- 
tiple-line in its coverage. Its pro- 
tection extends not merely to the 
carrier as regards all the numerous 
perils that endanger the same, but 
also to goods against nearly every 
possible transportation hazard from 
the time they leave the shipper’s 
warehouse in the interior of one coun- 
try, through all the various stages 
of the journey either by water or 
land, until delivered safely into the 
warehouse of the foreign consignee. 
Similarly, protection is also extended 
to the allied interests of “freight,” 
“charges incurred,” “profits,” and 
“commissions.” In the last analy- 
sis, Marine insurance serves as a body- 
guard to commerce in that it guar- 
antees commercial credit, and, by 
giving security of mind to owners 
and creditors through the creation 
of certainty out of uncertain con- 
ditions, enables commercial ventures 
to be conducted on a non-speculative 
basis, 7. e. at a certain, normal and 
reasonable profit per unit of service. 
An equally great service of marine 
insurance is the promotion of effi- 
cient operation through the stand- 
ardization of risks, the improvement 
of packing and shipping methods, 
the periodic inspection of vessels, 
and the elimination in other ways of 
unnecessary waste or loss in the 
first instance. 


MarineE INSURANCE AS A NATIONAL 
COMMERCIAL WEAPON 
But the service of marine insurance 
extends beyond the protection of 


American Transportation Insurance Facilities in 


Foreign Countries 


By S. S. Hursner, Px.D. 
= Professor of Insurance and Commerce, University of Pennsylvania” 


4 bag 
property and credit and the avoid- 
ance of unnecessary waste. These 
are functions that are common to — 
all types of insurance. From the ~ 
standpoint of this article we should 
rather focus our attention upon the 
strategic place of marine insurance _ 
in a national program for the pro- | 
motion of international trade. For 
years marine insurance has been re- P ue 
garded by our leading aa 


as a national commercial weapon — 
to be used effectively in fostering a 
merchant marine and in acquiring ~ 
and controlling important channels _ 
of trade. William W. Bates recog- " 
nized this strategic importance of 
marine insurance years ago when 
he wrote in his volume on The American | 
Marine: 
influence, control, or forbid the em- _ 
ployment of shipping, none has = ef: 
er effect than the marine insurance 
power.” Expression has often been 
given to the thought that banking, . a 
shipping and insurance constitute 
the triumvirate that must be united 

into one co-operative force in the B 
interest of adequate service and a 
united action to meet competitive — 
situations as they arise. Each can 
further the interests of the others Oy ‘oa 
by co-operatively giving to their own Ps 
nationals, at least in large part, the 
accompanying services—be they 
banking, shipping or insurance— 
attaching to such lines of trade as 
it may have under its control. Such 
has been the definite policy of some 
of our chief competitors. The three 
services mentioned are the three | 


Aas 
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in times of peace, to the use of nations 
in their keen rivalry for the acquisi- 
= tion and continued control of channels 
of trade. It is in this respect that the 
importance of marine insurance, as 
compared with fire and other forms 
property insurance, can by no 
means be measured by the volume 
of premiums collected or the amount 
property insured. 
_ When properly correlated with bank- 
ing and shipping, marine insurance 
aids powerfully in the preémpting 
Of leading lines of trade and in the 
_ holding of the same after they have 
once been acquired. By building up 
- @ large and strong national marine 
insurance institution at home, and 
then spreading its insurance agencies 
adequately throughout the commer- 
_ cial world, a nation affords to its 
own merchants and vessel owners 
everywhere a continuous insurance 
ts market with sufficient and prompt 
underwriting facilities near at hand. 
_ The importance of this cannot be 
overestimated. Speed in negotiations 
is the very essence of success in modern 
international commercial transactions. 
Costly delays and unfavorable rates 
are avoided by any nation through 
the wide spread of its insurance agen- 
cies into foreign countries, and the 
matter is important because of the 
rs smallness of the margin of profit 
usually associated with modern com- 
eo petition in international trade. 
Operation in many countries also 
_ proves highly advantageous to under- 


writers themselves in that it: gives 


them a proper diversity of hazard. 
_ If American marine insurance is ever 
< to rest on a solid foundation, it must 


mational spread of business, i.e. must 
participate in many trades and in 
many countries. Only by securing 
_ the benefits of a broad average ex- 
perience can the business be placed 


beyond the risk connected with re. 
liance upon the fortune or misfortune 
of a single market. By spreading 
extensively into many countries, Brit- 
ish marine underwriters, besides serving 
British commerce better, enhance their 
financial strength and competitive 
power because loss in one market is 
apt to be counter-balanced by profit 
in some other market. 

In the regular conduct of their 
daily business, underwriting interests 
also necessarily become thoroughly 
acquainted with the facts connected 
with their insurance accounts, ‘., 
those surrounding consignors, consign- 
ees, carriers used, financial affiliations, 
prices obtained, credit and other con- 
tract terms, and methods of doing 
business. And knowledge is power 
in competitive trade. Sufficient under- 


writing capacity, therefore, free from | 


foreign control, is also essential to 
the proper safeguarding of commercial 
information. 

Moreover, the marine insurance 
market is itself a world market, in- 
herently highly competitive. The 
service is purchased wherever it can 
be obtained most cheaply. It by no 
means follows the flag unless the rates 
are such as to meet the world market. 
No other course can well be defended. 
An increase in premiums, as compared 
with the world market rate, produces 
the same adverse effect as an increase 
in interest rates when competition 
is keen and the margin of profit small. 
The size of the rate, assuming the 
service to be the same, is the very 
heart of effective marine insurance. 
Yet this factor is conditioned upon a 
flourishing marine insurance insti- 
tution at home and this, in turn, is 
basic to an adequate distribution of 
the service agencies into foreign coun- 
tries. But it is right here that this 
country faces its greatest marine 
insurance obstacle. The real problem 
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of American marine insurance, both 
at home and abroad, is to overcome an 
adverse cost differential in order to 
meet the rates of foreign competitors. 
Unless this can be substantially ac- 
complished, little can be hoped for the 
United States as one of the dominant 
marine insurance powers. As I have 
had occasion to state elsewhere!: 


Marine insurance rates are subject to 
foreign undercutting, and excessive taxes 
and other legislative burdens cannot, as 
in the case of fire insurance, be shifted to 
the buyers of insurance if they are free to 
seek the cheaper foreign market. Ameri- 
can underwriters are obliged to absorb 
such burdens themselves. They are not 
free to demand a premium which will in- 
clude any taxes and other legislative bur- 
dens that may be imposed and still pro- 
vide a reasonable underwriting profit. 
They cannot shift the charges to the con- 
sumer because their rates cannot be raised 
to a level in excess of those charged by 
their more favored foreign competitors. 
The recent marine insurance investigation 
clearly demonstrated how merchants and 
vessel owners, obliged to meet international 
competition in the world’s markets, em- 
phasized the importance of being allowed 
to place their insurance in the foreign mar- 
ket if that is cheapest. Moreover, many 
commercial transactions present so small 
a margin of profit that the size of the in- 
surance premium will determine whether 
the venture can be undertaken or not. 

A small difference in the rate, adverse 
to our own underwriters, will direct the 
flow of marine insurance to the foreign 
market. This is quite natura’, and it 
avails us little to argue that American 
merchants and vessel owners have not, 
as a general rule, patronized home com- 
panies in the same way that foreigners 


‘Report on Legislative Obstacles to the Develop- 
ment of Marine Insurance in the United States, 
by S. S. Huebner, Washington, 1920, 11. The 
reader is also referred to my other government 
report on The Status of Marine Insurance in 
the United States, 1920, for a discussion of the 
limited extent of our marine insurance facil- 
ities as compared with other leading com- 


petitive nations. 


have supported the underwriters of their 
own country, and that they have looked 
merely at the cost of marine insurance 
and have regarded it as a mere commodity 
rather than as a national service. To the 
individual shipper or vessel owner the 
purchase of marine insurance is a strictly 
business proposition. Competition in 
international commerce, involving the 
close figuring of narrow margins of profit, 
makes necessary close figuring in the cost 
of marine insurance. And even where 
profit margins are not small, it is only 
natural that business men should want 
to effect all possible saving in their marine 
insurance bills. The cost of insurance, 
as between our own and foreign markets, 
is the crucial question for solution in any 
attempt to establish a vigorous and lasting 
national marine insurance institution. 

At present the American cost is admit- 
tedly higher than that of our leading 
competitors. A large share of this ad- 
verse cost differential is attributable to 
natural business reasons, such as the ad- 
vantages resulting from a well organized 
world market of long development, a 
broader spread of business and broader 
reinsurance facilities, a close union with 
banking and shipping interests, and a 
lower cost of operation due to the some- 
what lower foreign standard of salaries 
and office expenses. But a very substan- 
tial share of the unfavorable cost differ- 
ential is due to artificial and needless 
barriers of our own making. . 

Nothing should be left ‘undone which 
will legitimately attract new capital into 
the marine insurance business or will 
encourage the capital already invested 
to attempt greater things. But capital 
refuses to flow into a losing business. 
During the Senate and House investigations 
of marine insurance, the following prop- 
osition was often advanced: The United 
States is the richest country in the world, 
while our competitors have been rendered 
poor by the war. Why then should not 
the United States be able to take care of 
itself in the field of marine insurance? The 
answer is: Abundance of investment 
capital is by no means the only criterion. 
Capital acts only when a profit, actual or 
prospective, is in sight, which is commen- 
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gut with the return obtainable along 
other lines of business. Thus far this has 
not been the case in American marine 
insurance. The business must be placed 
on a profitable basis; if so, capital will 
readily assert itself. 


Extent or U. S. INsurANcE 
Faciiitres ABROAD AND REASONS 


_ Considerations like the above call for 
the development of a strong national 
marine insurance business both at home 
and in foreign countries. In fact the 
same reasons that make a national 
merchant marine desirable also urge 
the simultaneous creation of adequate 
national transportation insurance fa- 
cilities. Yet such a national viewpoint 
has scarcely been given a thought. On 
the one hand, the Congressional inves- 
tigation of marine insurance in 1920 
showed that at that date fully two- 
thirds of all the marine insurance orig- 
inating in the United States was con- 
trolled by foreign underwriters, and 
that between a fourth and a fifth of all 
such insurance was exported directly to 
the foreign market without appearing 
in any of the official records on this 
side. Moreover, as shown by this in- 
vestigation, American marine insur- 
ance companies “rarely sought licenses 
prior to the war in foreign fields with 
the exception of Canada and Cuba. 
Only two companies were reported as 
doing business in England, one each in 
France, Mexico, Australia and China, 
and none in such important countries 
as the Argentine and Chili.” Some 
improvement has been effected since, 
especially through the worthy efforts of 
the American Foreign Insurance Asso- 
ciation, but comprehensive data are 
not available to indicate the full extent 
of the change. Certain it is that the 
movement is only in its infancy and 
that the results to date fall far short of 
the real requirements of American com- 
mercial interests abroad. 

Shen reasons for the existing situation 


are not far to seek. The marine jp- 
surance business in the United States 
is laboring under an adverse cost dif- 
ferential and the handicap is largely 
attributable to our own folly, i.e. arti- 
ficial restrictions of our own making, 
Insurance is under the control of the 
several states and they have scarcely 
given a thought to the national good in 
insurance matters. Their viewpoint, 
instead, has been a provincial one, and 
with disastrous results. As stated in 
the report, summarizing the findings of 
the recent Congressional investigation 
of marine insurance?: 


An examination of State insurance 
statutes shows that in nearly all instances 
marine insurance is regulated by the same 
law that applies to fire insurance. Marine 
insurance seems to have been regarded as 
more or less of an incident, and has thus 
had the misfortune of sharing an un- 
merited fate by being grouped inadvert- 
ently, for legislative purposes, with its 
larger companion, without any real con- 
sideration of the vital differences between 
the two. Two outstanding facts present 
themselves on every hand, viz., the utter 
lack of uniformity and the total absence 
of any clear-cut economic policy, unless 
it be the convenient collection of the maxi- 
mum amount of revenue. In fact, there 
is an almost total absence of specific ma- 
rine insurance legislation, although a 
survey shows that the States have seen 
fit to legislate specifically with reference 
to life, accident, health, compensation 
and surety insurance. The more one 
studies the vast number of State laws 
applying to marine insurance the more 
one is forced to the conclusion that local 
legislative requirements were shaped by 
local needs without regard to the national 
interest in world shipping and trade. 
The basic trouble is found in our dual sys- 
tem of Government—a Nation of States, 
each actuated by its own local needs and 
views in insurance matters without much 
reference to the national good. With 


2 Report on Legislative Obstacles to the Develop- 
ment of Marine Insurance in the United States, 


pp. 8 and 9. 
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forty-eight architects at work, each act- 
ing independently of the others and with- 
out regard to the needs of world commerce, 
it is small wonder that the structure of 
marine insurance legislation is lacking 
in many vital respects and that there has 
resulted a setting-up, as a former insur- 
ance superintendent of New York re- 
cently declared, “of large hurdles in the 
way of our companies’ progress.” 


RemeEDIAL MEASURES 


Beyond question, existing state laws 
give advantage to our foreign compet- 
itors, and run counter to the national 
welfare. American companies are taxed 
on their premium income, whereas the 
companies of leading competing nations 
are taxed on net profits. The differ- 
ence between the two methods is the 
difference between wrong and right. 
Premium taxation fails to take cogni- 
zance of the fact that a premium col- 
lected may nevertheless result in a loss. 
Aside from the unjust character of pre- 
mium taxation, an examination of 
state tax laws, applicable to marine in- 
surance, will impress one with the ex- 
traordinary magnitude of the amount 
collected. 

Nearly all our states require fire, 
marine, and fire-marine companies to 
limit their underwriting to these two 
forms of insurance. British companies, 
on the contrary, have the privilege of 
writing numerous kinds of insurance, 
thus materially reducing overhead 
charges, enabling the companies to 
secure the support of foreign business 
concerns by meeting their full insur- 
ance requirements, and enhancing the 
financial stability of companies since 
various forms of insurance complement 
one another, so that bad results in.one 
branch are apt to be counterbalanced 
by good results in some other branch. 

The absence of sufficient reinsurance 
facilities has also been one of the great 
handicaps to American companies and 
has been responsible for the fact that a 
large proportion of our marine insur- 


ance has passed under the control of 
foreign interests by way of reinsurance 
with comparatively little reciprocity in 
this respect from foreign underwriters. 
Yet numerous states prohibit the rein- 
surance of risks written within their 
borders in any but admitted compa- 
nies, and these may be very limited in 
number. Even where reinsurance may 
be ceded to non-admitted companies, 
there is a refusal of credit to the ceding 
company for reduction of taxes, or of 
reserve or other liabilities. 

Existing state legislation overlooks 
the internationally competitive nature 
of the marine insurance business. 
When considered collectively, the afore- 
mentioned artificial handicaps add 
greatly to the cost and inconvenience 
of doing business, and thus increase the 
adverse cost differential under which 
American companies have been labor- 
ing. These artificial restrictions should 
be eliminated as quickly as possible. 
Congress gave expression to this wish 
in the Marine Insurance Law of March 
4, 1922, which provides for net profits 
taxation only, permits multiple-line 
insurance both at home and abroad, 
authorizes convenient reinsurance, con- 
sistent with sane solvency requirements 
and irrespective of state boundary 
lines, and arranges for the convenient 
establishment of underwriting con- 
nections in foreign countries through 
stock ownership or the organization of 
special companies for the purpose. The 
scope of that law is of course limited to 
the District of Columbia. Control 
over insurance, as already stated, lies 
with the several states. The motive 
of Congress in passing the law was to 
set up a model for adoption by our 
maritime states. It is through such 
general adoption that the marine insur- 
ance business of the country may be 
enabled to become strong and independ- 
ent at home, as well as serviceable to 
our commercial interests in foreign 
countries. 
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EARLY all writers of the many 
books on export trade methods 
lay stress on the alleged fact that there 
is practically no difference between 
export and domestic business. Olney 
Hough, the writer of one of the first and 
perhaps the best work on the subject, 
begins by quoting Alba B. Johnson, 
formerly President of the Baldwin 
_ _Lecomotive Works, who expresses the 
_ belief that there is no essential differ- 
ence between increasing business in St. 
- Louis and increasing it in Rio or Buenos 
It is interesting to note that, 
following this statement, there are 
- about six hundred pages devoted to 
_ explanations of the differences and the 
rules to be followed in overcoming the 
obstacles and meeting the requirements 
of export business. Although Mr. 
Johnson’s statement is true, the six 
hundred pages of instructions necessary 
to a complete understanding of the 
methods to be followed and the pitfalls 
to be avoided in the development of a 
safe and sound paying business with 
countries other than our own, are not 

superfluous. 

Outstanding among authors dealing 
with subjects connected with export 
trade, there may be mentioned Walter 
F. Wyman, Ernst B. Filsinger and 
Archibald J. Wolfe, all of whom em- 
phasize the same idea, each insisting 
that foreign trade differs only immate- 
rially from domestic trade, but proceed- 
ing to cover many pages of paper with 
dissertations on the differences, whose 
existence they, at least partially, deny. 
Following such illustrious examples, 

I do not hesitate to suggest that, per- 
i haps, there are good reasons for assum- 
ing that, in spite of many similarities, 
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Advertising for Export Trade 


ay Chief, Foreign Trade Bureau, Philadelphia Commercial Museum 


advertising for export trade varies, in 
some essential features, from advertis- 
ing for home trade. 


GENERAL CONDITIONS 


Advertising in the United States has 
been brought to a high degree of effi- 
ciency. No other country spends as 
much money, devotes as much thought, 
or employs men of as high mental 
attainments, in studying and devising 
advertising methods, as the United 
States. It might seem, therefore, that 
methods so devised, whose efficacy has 
been proven by actual use in this coun- 
try, could be employed with equal 
success in others, and it is the belief of 
many experienced exporters that the 
same systems, whose value have been 
demonstrated in the nearby markets 
of the United States, can be success- 
fully used in the more distant trade 
centers of Europe and many European 
colonies, as well as in South America, 
South Africa, and, in fact, wherever 
business is conducted on modern lines 
or where there exist advertising 
media similar to those in the United 
States. 

In England, for instance, there are 
newspapers and magazines much like 
those with which we are familiar in 
this country, and there are advertising 
agencies which on the surface, at 
least, differ but little from like organ- 
izations in New York, Philadelphia, 
Chicago and other business centers. 
In most countries, the first are not as 
numerous nor as widely read by the 
great consuming public, and the second 
are, generally speaking, less ingenious 
and less progressive, while their serv- 
vices are usually quite as costly as 
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those who have raised advertising to 
the level of an art in America. 

On the Continent, Germany and 
France have fewer and, with a few 
notable exceptions, poorer publications 
suitable for advertising purposes, al- 
though Germany has a number of 
excellent scientific and technical jour- 
nals. Both these and a number of 
similar publications in France are, as a 
rule, typographically poor and printed 
on paper which does not permit the 
use of elaborate illustrations, such as 
we are accustomed to see in many 
American magazines. For many lines 
of merchandise there are, consequent- 
ly, less opportunities for using the more 
elaborately designed and executed 
forms of illustrated advertising. 


ADOPTING AN ADVERTISING PoLicy 


It is not my purpose, however, to 
dwell on this phase of the subject, nor 
to treat especially of advertising in 
those countries where there exist agen- 
cies to which the American exporting 
manufacturer may turn over his public- 
ity campaign, even though such agen- 
cies, as I have intimated, are, in many 
respects, less efficient than similar 
concerns in the United States; neither 
shall I attempt to explain the methods 
successfully adopted by large and 
wealthy organizations which, through 
branch houses established abroad, are 
able to select media and adopt the 
proper methods because of their pres- 
ence on the field of action. 

I shall speak rather of the less highly 
developed countries and of the means 
which may be used successfully and 
economically by manufacturers, com- 
paratively, or altogether, new in the 
export field. Their problems differ in 
many respects from those they have 
solved in the home market. Some of 
the differences have already been men- 
tioned; others depend greatly on the 
selection of markets, their commercial 


q 


and economic conditions, the 
and character of the trading and con- 
suming population, their preferences — es 
and national characteristics. aa 
The system of selling and financing 
adopted by each exporting firm, and ‘ 2 
the nature of the articles to be sold, a 
must also be considered in a : 
upon an advertising policy. In rich or 
highly educated communities, certain 
methods may be employed 
would be worse than useless in widely | “ 
scattered populations of low per capita ti, 
purchasing power and with a high per- ~ i 
centage of illiteracy. a 
Advertising is so closely tied up to es 
all other departments, in a manufactur- 
ing establishment marketing its own 
products, that no general rules can 
formulated which may be applied to 
every branch of industry Neverthe- 
less, there are certain facts which 
must be known by all and certain > 4 
rules of procedure which must be— 
followed, before any policy of foreign = 
publicity can be put into effective 
working shape. 
As in domestic advertising, the 
chief objects of the publicity sought 
are to create, maintain or increase — ar 
sales and to establish good will, that _ Er 
element in trade whose value is as — 
often overlooked as overestimated. ie 
Too many firms, whose products have 
been widely advertised in this country, 
are slow to realize that, when tern 
new and distant markets, they must 
begin at the beginning and, in some Ge . 
instances, discard as useless much if a 
not all of their costly layouts, despite — a 
the fact that they may have proven 
their worth in domestic selling cam- i. 
paigns. 
Suppose a manufacturer, unac- 
quainted with exporting or having 
only very inadequate knowledge of ae 
the opportunities and conditions of — 
foreign countries, desires to adopt a 
plan for advertising his wares abroad. 
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What course shall he pursue? What trade publications. Going, as these | factw 
_ facilities are available for letting the papers do, to dealers and not reaching | adve! 

_ dealers and consumers of other coun- the general consuming public, copy , to im 
tries know who he is, what he makes, for advertisements in them needs | meth 

and the quality of the articles he pro- to be prepared with special reference | medi 

duces and has for sale? to that fact. The main object is to | tising 
convince merchants that the article | that: 

_ AVAILABLE ADVERTISING FACILITIES advertised is a “ good seller,” that it 
Export trade papers exist largely has, in itself, qualities which appeal to 

because of their usefulness at this users and that it can be readily turned Fo. 
stage in the process of building up a_ into cash. “Will it sell?” is the mer. | Engli 

_ foreign business, although they are chant’s first question, and not, “Can | ican 
often equally useful to experienced _ I sell it?” for he is looking for articles | facili 
exporting firms in opening new and which will, to as great an extent as those 

: untried markets, and even in main- possible, sell themselves, or can be | servi 
taining their position in those in which _ sold with the least effort on his part. tion; 
they are already established. Printed It is usually unwise to give definite perhe 
in the United States and circulated prices, because they are apt to be seen | islike 
abroad, they offer the first and easiest by the dealers’ customers or their | confe 

_ means of calling forth inquiries from competitors, but indefinite statements | agent 

_ foreign dealers and agents, and many as to cheapness in consideration of | sectic 
hundreds of manufacturers have made quality may be freely and advanta- | must 
their first connection with such busi- geously made. Details of price and | advic 
ness houses through their use. Prima- terms of sale should be left for personal | still | 
ily, they are intended for circulation correspondence with firms which may | blanc 
- among importing houses, and their be interested by the advertisements. | the ' 
appeal to consumers is, consequently, A statement, for example, that prices | authc 
onlysecondary. They provideameans will be quoted c.if. port of delivery, is | adeqt 
_ for reaching, quickly and economically, altogether in order and advisable, if | the g 
_ manythousandsof reputable merchants _ the advertiser is ready to quote on that | the n 
in all quarters of the globe. basis. If he is one of those who insist | howt 
It is scarcely necessary to say that, on quoting f.o.b. factory, the less said | | As 

in selecting an advertising medium of about it the better. is, & 
this kind, care should be exercised to Advertising in export journals may | succe 
see that it is honestly circulated and be said to be the first step toward more | exper 
_ that, if it offers additional service in extensive publicity designed to reach | sales 
the way of advice as to the responsi- the consumer. It would be manifestly lack 
bility of inquiring firms, or in the absurd to advertise an article in a local | exist 
selection of efficient and reliable agents, newspaper or magazine in Bogota, | Speck 
it has the proper facilities for giving until there was at least one store in | ness 
= such assistance. I can speak with that city carrying a stock of the adver- | has I 
absolute knowledge of the actual tised goods. In fact, the question of | founc 
character of the firms reached by but _ proper representation is so closely tied | prepa 
one such publication, which circulates up with that of advertising, that it | «ireul 
among carefully selected business is difficult to separate them. For the | catal 
houses actually engaged in import purpose of this article, however, let us | 2€WS] 
: trade and maintains a large depart- presume that, having selected a selling | to su 
| ment devoted exclusively to service, agency, or, speaking more broadly, a | ‘distri 
‘ differing in this respect from domestic medium of local distribution, a manu- | @d 


xt 
4 
4 
| 
| 


BS 


facturer desires to arrange for local 
advertising. What steps shall he take 
to insure the adoption of the right 
method and the selection of the best 
media; how prepare acceptable adver- 
tising copy and how assure himself 
that he will get what he pays for? OA 

PREPARING Copy 

For parts of Europe and in the larger 
English colonies, he may utilize Amer- 
jean agencies, some of which have 
facilities for handling advertising in 
those countries, or he may employ the 
services of local agencies in each sec- 
tion; but for other countries, and, 
perhaps, even in those mentioned, he 
is likely to obtain better results through 
conference and co-operation with his 
agents or principal customers in each 
section. This does not mean that he 
must always be governed by their 
advice in the preparation of copy nor, 
still less, should he give them carte 
blanche to assume entire control of 
the work, until convinced that his 
authorized distributors have a full and 
adequate knowledge of the nature of 
the goods, are fully informed regarding 
the manufacturers’ policies, and know 
how to advertise. 

A good salesman may be, and often 
is, a poor judge of advertising. A 
successful merchant is not, necessarily, 
expert in the use of printers’ ink as a 
sales producer. It is because so many 
lack these qualifications that there 
exist and flourish expert agencies 
specializing in this one branch of “‘ busi- 
ness getting.”” A manufacturer who 
has had many years’ experience has 
found that the best method is, first, to 
prepare his printed matter for foreign 
circulation, whether in the form of 
catalogues, pamphlets, circulars or in 
newspapers and magazines, and then 
to submit the material to his foreign 
distributing agencies for their criticism 
and suggestions. Changes are then 
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made if they appear to be justified or 
backed by good reasons, adhering, E. 
however, as closely as possible to me Sa 
original copy which has proved its - 
value through actual use in this coun- 
try. He has found that the omissions ii we 
or additions suggested are usually ofa 
minor nature, readily made, and that 
they generally add to the “pulling” 
quality of the advertising matter > 
the territory for which it is designed. 

This system of working with a 
representative has a twofold result: 
the manufacturer obtains a clearer 
insight into the peculiarities or what he ai 
may deem the eccentricities of the He 
foreign market, while the eee 3 
tive, instructed in the selling appeal — 
of the article to be marketed, absorbs nee 
some, at least, of the manufacturer’s ui 
enthusiasm and, eventually, appreciat-_ 
ing the value of American advertising © 
methods, is better able to suggest ts bY 
modifications which may adapt them Oe | 
to local conditions without cengeg 
them unnecessarily. 


NEED For Direct SUPERVISION 


Attempts to make direct arrange- _ 
ments with newspaper or magazine 
publishers in many foreign countries, _ 
especially in sections where reliable 
information as to the nature and ex- 
tent of their circulation is difficult to 
obtain, have usually proven unsatis- 
factory. In many parts of South © 
America, which may be selected as 
representative of other sections whose __ 
population is scattered and where the 
percentage of intelligent readers is 
comparatively low, newspapers are ~ 
frequently little more than organs 
used for purpose of propaganda in the _ 
interest of political parties. There 


are, of course, notable exceptions. 7 ‘ 
La Nacién and La Prensa of Buenos 
Aires, the Jornal do Brazil, publishedin 
Rio, and a number of others issued in | i 
the same cities as well as in a few of — 
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the chief commercial centers of other 
South American countries, are such 
exceptions. Some of these papers 
have American representatives with 
whom business may be done as it is 
done with publications in the United 
States. In the smaller towns, and 
even in some commercially important 
cities, a large proportion of the news- 
papers and magazines do not even 
compare favorably with many of the 
little local papers published in small 
country towns in the United States. 
In addition to their slight impor- 


tance and limited circulation, which 
_ makes them cf doubtful use for adver- 
_ tising purposes, their business methods 


generally leave much to be desired. 


As a rule, they seem to have no set 


prices for space but charge as much as 
they think the traffic will bear. They 


are very lax about submitting proofs, 


in following instructions as to arrange- 


ment of copy, and in returning cuts. 


Copy is usually printed on very poor 
paper which requires the use of line 
cuts or, at best, coarse half-tones for 
illustrations. Patent medicines are 
prominent in their advertising columns, 
although there appear, in many small 
local newspapers, advertisements of a 


number of well known American spe- 


cialties, such as safety razors, typewrit- 


ers, cash registers and other articles in 
_ the manufacture of which the United 


States excels. 
Under the circumstances, there is 


~ evident need of an agent “on the spot.” 


The conditions under which he under- 
takes his task must be determined by 
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the manufacturer. The latter may 
assume all costs of advertising, divide 
them with his agent or distributor, or 
incorporate in his contract with his 
agent a stipulation requiring him to 
assume all responsibility for a certain 
amount and kind of advertising in 
return for exclusive selling rights or 
other concessions. 

Advertising in foreign countries by 
means of circulars, by posters placed 
in public conveyances or along the 
highways, by samples or by any of the 
several methods whose efficacy depends 
so largely upon the kind of merchan- 
dise to be sold, the location, size and 
intelligence of the buying public and 
the amount of money available for 
the purpose, are all factors which 
enter into the problem. Any or all of 
them may be used under proper condi- 
tions and are being used by experienced 
exporting houses which know their 
value and, at the same time, appreciate 
and guard against the possibilities of 
non-productive and wasteful expendi- 
ture of money and effort. 

Other phases of advertising for 
export business cannot be discussed 
in the space at my disposal. I can 
only repeat that there are two prime 
essentials in conducting an advertis- 
ing campaign in foreign countries. 
First, the establishment of distributing 
agencies before attempting to reach the 
general public, and, after that is accom- 
plished, the necessity for close super- 
vision by intelligent and responsible 
agencies, preferably located in the 
markets whose trade is sought. 
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Sgymour, CHARLES. The Intimate Papers 
of Colonel House. Vols.2. Pp. 508, 471. 
Price, $10.00 Boston: Houghton Mifflin 
Company, 1926. 

Charles Fox said that no man could 
be as wise as Lord Chancellor Thurlow 
looked. One wonders whether anyone 
could be as sagacious, persuasive, in- 
fuential, foreseeing, ingratiating and con- 
fidence-provoking as Colonel House admits 
himself to have been. Still, the evidence 
is there. Are there not letters, telegrams 
and telephone messages from the Mighty, 
and innumerable conferences with them? 
Did he not have the use of the British 
Foreign Office code so that he could com- 
municate directly with Grey? Was all 
or any of this importance due to House 
himself; or was it because he was known 
to have the ear of a rather inaccessible 
man? In whose mind was the source 
of the ideas and efforts which mark the 
Wilson administration? The book leaves 
no doubt of House’s answer to these 
questions. Is it a case of the conduit 
mistaking itself for the reservoir? If 
Mrs. Wilson had permitted the publi- 
cation of the President’s end of the cor- 
respondence, there might have been a 
solution of the problem; but we have 
only House’s interpretation of what Wilson 
said and thought. Yet, before judging 
him too severely, two things are to be 
remembered: The President reposed 
immense confidence in him; and before 
1918, he had already impressed himself 
upon men not too easily deceived. This 
was no mere vain go-between, but an 
acute, resourceful and attractive man 
with uncommon vision. After all, who- 
ever was the protagonist, the book does 
tell the intimate story of the long and 
unsuccessful effort to bring peace to 
Europe and to keep us out of the war. 

Some readers, not too much blinded 
by admiration for Woodrow Wilson, 
will think certain rare but sharp character- 
izations of his mental and moral qual- 
ities not the least valuable things in the 
two volumes. 


Davin WALLERSTEIN. 


Book Department 


Srorey, and Licnauco, Mar- J 
cian P. The Conquest of the Philip- — 
pines by the United States, 1898-1925. 
Pp. ix, 274. New York: G. P. Putnam’s — 
Sons, 1926. 


The authors of this volume state in the __ 


first sentence of their preface: “This 


book has been prepared in order to lay | if 


before the people of the United States the 


facts relating to the conquest of the 


Philippines.” Later in the preface Messrs. — 
Storey and Lichauco declare that it is 
the purpose of the volume, 


to show how the American people were led 

by false statements and systematic suppres- _ 
sion of the truth to believe that the Islands 
came into their possession ‘unsought by the 
fortune of war,’ and that, in consequence, | 


they became responsible for the government ae 
of the Filipinos in the effort to fit them for 


independence, and that they have since been 
governed for their own benefit and not for — 


America’s, while as a matter of fact their — - 


conquest and retention were due to a com- — 
paratively few men who, caring nothing for | 


American principles or the interests either of ey 


the Filipinos or of their own countrymen, 


have sought to make money for themselves _ a 


at the expense of both. 


Most Americans forty years of age or $x! ; 
more and all students of American his- 


tory would recognize in these statements 
the spirit of the Anti-Imperialist League, 


even though one of the authors of this — a 


book were not the greatest figure in that 
courageous band of dissenters from the 

Philippine policy of the United States. — 
As the reader proceeds through the first 


few chapters, however, the echo from 


the past becomes more definite. A com- 


parison of these pages with a file of Anti- ae 
Imperialist pamphlets reveals that much 


of Mr. Storey’s part of the book is a ~ 
reproduction, with considerable editing, 
and some omissions and additions, of two 


of these documents: Marked Severities, 


by Moorfield Storey and Julian Codman | 
(1902); and The Duty of the United States 
towards the Philippines Islands, A Reply 
to Secretary Taft, by Moorfield Storey — 
(1908). Mr. Lichauco’s 
the last three chapters(?), expresses with 


contribution, _ 


JOU 
er 
ate | 
of 
| 
| 
| 
| 
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reference to the present American policy 
in the Islands the same viewpoint that 
the Anti-Imperialists held twenty-five 
years ago. Mr. Lichauco is a student in 
the Harvard Law School. 

These facts about The Conquest of the 
Philippines will place it very accurately 
for those who recall the literature with 
which the Anti-Imperialist League flooded 
the country in the days when “imper- 
ialism” was almost a “paramount issue” 
in American politics. Although the au- 
thors declare that their purpose is to lay 
before the people the facts about the 
“conquest of the Philippines,” they have, 
as twenty-five years ago, selected for 
presentation only those facts which are, 
or can be made to seem, discreditable 
to the military and civil officers and the 
enlisted soldiers of the United States. 
These facts they have interpreted in the 
light of their theory that American policy 
towards the Philippines has been selfish 
and dishonest and dictated by a small 
group of capitalists who wish to exploit 
the Islands for their own personal profit. 
As “The Isles of Fear” sees no good, hears 
no good, speaks no good of the Filipinos 
so “The Conquest of the Philippines” 
is blind, deaf and dumb to all but evil 
in those (Republican) Americans who 
have formulated and carried out American 
policy in connection with the Islands. 

Mr. Storey’s charges and conclusions 
will not be stated in detail, as they are 
familiar to all students of the subject. 
Attention is directed, however, to several 
positions taken in the latter part of the 
book which seem to the reviewer to be 
misleading, to say the least. One of 
these is expressed in the statement that, 
“one subordinate official (the Insular 
Auditor) with a salary of six thousand 
dollars must have absolute control over 
the use which is made of taxes raised 
from eleven millions of people.” The 
fact is, of course, that no taxes can be 
levied, collected or expended in the 
Philippines without the authority of the 
Philippine legislature, which is com- 
posed entirely of Filipinos. The veto 
power of the Governor-General is en- 
tirely negative and the function of the 
auditor is to see that no illegal disburse- 
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ments are made. It is also implied 
that American officials in the Philippine 
possess power which is not subject ty 
constitutional limitation. Nothing could 
be further from the truth, as the Organic 
Act of the Philippines limits all of the 
officials of the government just as the 
constitution of a state does state officials, 
Finally, from the legal as well as from the 
political viewpoint, the assertion that 
President Coolidge’s famous reply to 
Speaker Roxas constituted a usurpation 
of Congressional policy is without the 
slightest foundation in American con. 
stitutional law or practice. 

Despite the blind partizanship of this 
book, however, it is perhaps well that 
it should be given to the American people 
at this juncture of American-Philippine 
relations. If the views of Mr. Storey 
were shared by few of his countrymen, 
they were and are held by most polit. 
ically minded Filipinos; and if the Philip. 
pine insurrection, “revolution”, they call 
it, is a half-forgotten incident for most 
Americans, it is still the outstanding 
event in Philippine history. An appre 
ciation of these facts is essential to a real 
understanding of American-Philippine 
relations to-day just as it was twenty 
years ago. 

Rauston Haypen. 


Nations. Vols. 
xxix, 666-1427; xxviii, 1428-2228. Price, 
$15.00. New York: Publications of the 
Carnegie Endowment for International 
Peace, Oxford University Press, 1925. 
This publication was undertaken by 
the Carnegie Endowment at the suggestion 
of Dr. Alejandro Alvarez, a distinguished 
Chilean publicist, and the work has 
been carefully and ably done under the 
direction of Professor Manning, a well- 
known authority in the field of Latin 
American relations. The dispatches and 
documents here collected for the first 
time cover the years 1809-30. While 
many of these papers were published 
in the old folio series of American State 
Papers, Foreign Relations, now scarce 
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and inaccessible to many students, and 
some in contemporary periodicals and 
Congressional documents, the major por- 
tion of them have never been printed 
and are now copied from the original 
manuscripts preserved in the archives of 
the Department of State. 

The documents are arranged by coun- 
tries in fourteen groups. ‘‘Communica- 
tions from the United States” fill the first 
$15 pages. Then follow the communica- 
tions from the Latin-American countries 
and from five European countries which 
were concerned with the revolt of the 
Spanish colonies, namely, France, Great 
Britain, the Netherlands, Russia, and 
Spain. The countries are arranged al- 
phabetically and the documents under 
each country are printed chronologically. 
A list of documents prefixed to each 
volume and a fairly full index at the end 
of the third volume facilitate the use of 
the material. In view of the fact that 
the volumes deal so largely with the sub- 
jects of neutrality, intervention, inde- 
pendence, and recognition, it is unfortu- 
nate that none of these words appears as 
a main heading in the index. 

The recognition of the Latin-American 
republics, which drifted into independ- 
ence as the result of the Napoleonic 
upheaval, was one of the most important 
questions of foreign policy that this 
country ever faced. The way in which 
Presidents Madison and Monroe dealt 
with the international situation, which 
was of great complexity, set important 
precedents and gave us our best known 
and most characteristic foreign policy. 
The Rush-Canning correspondence, which 
led directly to the enunciation of the 
Monroe Doctrine, is reproduced in full. 

In thus making available to the pub- 
licists and students of both North and 
South America such a complete series of 
documentary material on a period of sur- 
passing interest and importance, the 
Carnegie Endowment for International 
Peace has rendered a notable service. 
On no other like period or topic in American 

y has the important source 


material been so fully and satisfactorily 
placed within reach of the student. 
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Frances and Hatvany, ANTONIA. 
The United States Senate and the I. ae 


Thomas Seltzer, 1925. 


In 1924 Miss Kellor published a volume 
on Security against War, in which she dis- 
cussed “the history of the management — 
by the League of Nations of the settle — ee 
ment of international controversies.” 
The Present volume is announced as con- 


position of the United States in relation 
to the system of pacific settlement es-— 
tablished under the League of Nations, of 
which organization the Permanent Court 
of International Justice forms a part.” 
It cannot be said that the author bee 
given us in any sense an impartial study i 
of her subject. Indeed, so strong is her _ 
bias against the League of Nations that, _ 
in spite of the valuable accumulation of _ 
information concerning the court and its — 


functions which the volume contains, the 
picture that it presents, taken as a whole, * 
is far from a true one. The method of | 


handling the subject is that of a lawyer's idee 
brief and the conclusions reached sccm 
rather to have been formed in advance 
of the evidence. 

The successive chapters, excluding the 
two last, deal with the organization of the j 
court, the nomination and election of a a 
judges, the jurisdiction of thecourt under the 
Statute and under treaties, advisory 
ions, the law to be administered by the ae 
court, and sanctions. In these chapters, — ce 
in spite of many misinterpretations, the ' 
material is well arranged and will be use- 
ful to many readers for whom the works of — F 
Fachiri and Bustamente are tootechnical, 

Following this general study of the a 
court, the various proposals submitted to 
the Senate are set forth and criticised in 
respect to the obligations which they en- 
tail for the United States. The conclusion —_ 
is reached that the United States should 
affiliate with the judicial functions of the __ 
court, by way of fulfilling the pledge of the | 
Republican party in 1924, but not affiliate _ 
with the political functions of the League — Ai 
of Nations, which the party is equally 
obligated to avoid. 

The eight annexes to the volume con- 
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tain ‘appropriate and useful documentary 
material. 

C. G. Fenwick. 

Haves, Caruron J. H. Essays on Nation- 

alism. Pp. 279. Price, $3.00. New 

York: The Macmillan Company, 1926. 

_ We have become so accustomed to view- 
ing nationalism as a natural and inevitable 
phenomenon of the social life of man, that 
it is almost a shock to the average man to 
be told that it is, after all, a compara- 
tively recent development in world his- 
tory, and not necessarily one which we need 

expect will be with us forever. | Nation- 
alism, according to Professor Hayes, is 
the modern union of two very old things— 

nationality and patriotism—and is a 
complex emotion which, unless abated or 
modified, bids fair ultimately to destroy 
all civilization. 

We have here the work of a scholar, writ- 
ten for the average man. Professor Hayes 
has taken the more familiar aspects of 
world history and has considered them from 
the standpoint of nationalism. The re- 
sult is a very readable volume which is 
astonishing in the weight of evidence it piles 
up against nationalism. It is the sort of 
thing that every undergraduate (and every 
other citizen, for that matter) ought to read 
as an antidote to the blindly patriotic tosh 
which is pumped into him at every pore. 
--_It must be said, however, that Pro- 
fessor Hayes evidently feels too strongly 
gn the subject to be quite impartial and 
objective about it. His style is vivified 

: with a tinge of irony which occasionally 
degenerates into bitterness. He has at 

times, one feels, utilized his material rath- 
er unfairly and one-sidedly to press home 
- @ point. And he concludes with a homily 
which is reminiscent of the Chautauqua 
, platform; he even speaks of “right-think- 
ing people”! In a word, Professor Hayes 
seems to have started with a thesis and to 
have collected his material afterward. 
gai ae But he has done a remarkably good job of it. 
J. H. Leex. 


Raprrevp, C. Dependent America. 

Pp. 267. Price, $2.50. Boston: Houghton 

Mifflin Company, 1926. 

In this book there is presented to the 
general public a concrete argument against 
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the claims of the “reactionary” and “‘irree. 


oncilable” groups in our political system, 
International relations are shown to be 
fundamentally economic; and the failure 
to appreciate this fact has led to misunder-. 
standing among nations: 

“The book is written in the belief that 
if the average citizen can be made to see 
and feel the need that every nation has of 
every other in a life which is full of mutual 
ties, a deep and strong foundation for 
peace will have been laid.” (Preface.) 

To establish this aim, the author inves. 
tigated the legitimacy of the claims of 
those who delight in the so-called “self- 
sufficiency” and “separate interests” of 
the United States. A large number of 
raw materials which enter into the varied 
activities of our everyday life are dis. 
cussed, showing the dependence of the 
United States upon outside sources for 
these supplies. Most of the book is con- 
tained within these chapters, each em- 
bracing a group of materials related to dis- 
tinct phases of our life. 

After reviewing this array of deficiencies, 
the author attempts in his conclusion to 
show that the internationalism which is 
recognized in the spheres of science, art, 
music and literature, is being invaded by 
industry, commerce and finance. Mis- 
directed and narrow nationalism is properly 
scored, but there is no attempt made to 
consider the effects of age-old racial prej- 
udices and the pinching of pocket-books 
upon this Utopian economic and indus 
trial internationalism. A noteworthy bib- 
liography on raw materials is appended. 

Rotanp L. Kramer. 


E. Matcoim. Origins of the 
Whig Party. Pp. viii, 260. Price, $2.50. 
Durham: Duke University Press, 1925. 
This well-documented monograph is an 

admirable example of painstaking re 

search and discriminating use of historical 
sources. It is based, in the main, upon the 
critical study of newspaper and unpub- 
lished manuscript material; and, for good 
measure, comments of European trav- 
elers upon parties in the Jackson period 
are frequently thrown in. The result is 
a scholarly contribution to the history of 
American parties which is at once fresh, 
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interesting and even illuminating. This 
is especially true of the pages narrating 
the rapprochement of Webster and the 
Democrats immediately following Jack- 
son’s nullification proclamation in 1833. 
Beginning with the campaign of 1824, 
the essential continuity of the Federalist, 
the National Republican, and the Whig 
parties appears clearly in successive chap- 
ters, which explain John Quincy Adams’ 
failure to create a strong party during his 
administration, and which analyze the 
factors that weakened the National Re- 
publicans in 1828 and 1832 and eventually 
led to the rise of new leaders, to the democ- 
ratization of party organization and 
methods, and, finally, to the triumphant 
edection of Harrison in 1840. Throughout 
the period between 1828 and 1840, the 
“Jacksonian Democracy,” in the author’s 
opinion, “‘was perhaps the most impor- 
tant influence in shaping the character of” 
National Republican and Whig opposition, 
whose chief problem at each succeeding 
stage seems to have been the determination 
of ways and means of regaining power. 
Although the conclusions of the author 
on most important points differ slightly, 
if at all, from those of previous historians 
who have made less intensive studies of 
Whig origins, the monograph is a worth- 
while addition to the literature of American 
party history, despite all too frequent 
typographical errors and some technical 
in the elaborate _ bibli- 
ography. Four election maps are also 
included in the book. 
P. Orman Ray. 


Crepico, Count Antonio. Italy, The 
Central Problem of the Mediterranean. 
Pp. 110. Price, $2.00. New Haven: 
Published for The Institute of Politics 
by the Yale University Press, 1926. 
Although this small book is a gro- 

tesquely nationalistic presentation of the 

present situation of Italy in the Mediter- 
ranean, it may be very profitably read by 
any one who wishes to know more about 
fascism, its origin and triumph, as well as 
its internal and external policies. The 
difficulties of Italy, which fascism frankly 
faces in order to overcome, are not exag- 
gerated. Truth to tell, they are so grave 


that they are hardly capable of exagger- __ 
ation. We get a lively hint of them when 
we think of a waxing over-population, ; 
made doubly threatening by the blocking 
of the older outlets of emigration. It is oe. 
at this point, more particularly, that the 
policy of the United States impinges on 
fascism. However, Italian patriots would a 
prefer to have the surplus man-power of 
their country unloaded not on the West- __ 
ern World but on the near-by Mediterra- __ 
nean coast-lands. Unfortunately, these 
rest firmly in the hands of Great Britain _ 
and France. Is this humiliating situation — 
to be accepted with resignation or is an 
effort to be made to change it? The 
answer of fascism under its brilliant leader, __ 
Mussolini, is that, preparatory to every 
other measure, the Italian people must 
develop through discipline a soul hard = 
as steel. This has been already so far 
achieved that every variety of domestic — 
opposition has been completely crushed. — 
What remains is for the black shirts to 
turn their consolidated energy outward } =a 
toward the Mediterranean and to face the _ 
situation there presented with calm cour- 
age and a relentless vigor ready to meet on 
whatever destiny may have in preparation, — 
not excluding the ultimate test of war. es 


Vinocraporr, Sir Outlines of His- 
torical Jurisprudence. Volume Two; The 
Jurisprudence of the Greek City. Pp.x, 
$16. Price, $7.00. New York: Oxford 
University Press. 
The reviewer of the above work was so . 

impressed with its importance that he = 

wrote a review of seven pages which was 
returned for condensation. Accordingly _ 

I will restrict my comment to the impor- 

tant contribution made by Professor Vino- __ 

gradoff to the understanding of Greek 
substantive law. 

There was the sharp distinction between _ 
crime and tort which is characteristic of —_ 
modern law. Penal action was instituted 
by an accusation in writing. Civil action _ 
for damages was instituted by appeal to 
justice. But in both cases the trial started 
by an action brought by a citizen, not by —* 
public prosecutors. The party bringing — 
the action made the choice whether he 
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would institute criminal! proceedings which, 
if successful, would bring punishment and 
dishonor to his enemy, but with danger to 
himself if unsuccessful; or to bring civil 
proceedings which, if less satisfactory to 
his wounded honor, might yield financial 
compensation. There was an elaborate 
development of penal actions against pub- 
lic officials and against citizens charged 
with political crimes, some of which could 
start with impeachment in the assembly, 
followed by formal trial in the courts. 
There was also a long list of penal actions 
for offenses against the family. There was 
no elaborate development of penal actions 
in cases of ordinary crime. Physical and 
moral injury might generally give rise to 
civil suits for compensation, but in ex- 
treme cases of contumelious conduct and 
intentional insult, to penal actions, re- 
sulting in heavy fine, confiscation, infamy, 
or death. Strangely enough, from the 
modern point of view, murder and man- 
slaughter were classified not with crimes 
but with torts. The relatives or clansmen 
of the victim were expected to proceed 
against the slayer or enter into a bargain 
which would let him off without further 
punishment. The origin of the Greek 
city in a federation of related clans accounts 
for this curious survival. In cases of 
premeditated homicide, however, perpet- 
ual exile was the only means of avoiding 
capital punishment. 

If the law of crime carried distinct sur- 
vivals of tribal law, the same may be said 
of the law of property. Corresponding 
roughly to the artificial division of the 
English common law between real and 
personal property, derived from the feu- 
dal system, the Greeks recognized a more 
natural division between the kinds of prop- 
erty which in the tribal period were re- 
garded as personal property, and the al- 
lotments of land which the city at its 
settlement assigned to its citizens, which 
were still regarded in a sense as comraunal 
property entrusted to the members, and 
which might at the will of the state be ex- 
propriated. Rome developed the idea 
of the absolute property of the citizen, but 
in Athens there was the conception of rel- 
ative property rights. The system of 
‘registration of land was so perfect that 


there was no opportunity for the Romap 
principle of prescription to grow up. This 
notion of the public character of the aj. 
lotments suggested the frequent use of 
confiscation as a means of repression jp 
political struggles as well as in crimingl 
justice. The system of registration served 
not only to prove private rights but to 
facilitate the application of public sane. 
tions, even to the extreme measure of 
redistribution of the land. A criticism of 
Greek law might be that vested interests 
were not adequately protected, while a 
criticism of American law may be that 
social interests are not adequately pro 
tected, especially through the inexcusably 
narrow definition of public use in eminent 
domain. But the reviewer, not the author, 
is responsible for this “aside” on American 
law. 
Cuartes H. Maxson. 


Hamitton, Watton H., and 
Heten R. The Case of Bituminous Coal. 
Pp. 310. Price, $2.50. New York: The 
Macmillan Company. 

In achieving a merger between coal and 
comic opera, the authors of this volume 
have performed a feat that merits tribute. 
After Miss Wright’s effective work for the 
United States Coal Commission and her ex- 
perience with the ponderous and often dull 
materials that passed before that body, the 
authors were doubtless quite willing to run 
the risk of appearing flippant if by using lit- 
erary strategy they might lighten the dis- 
cussion of a heavy subject. The style of 
the book gives it, perhaps, along with a 
pleasant lightness of touch, a possible as- 
surance in interpretation at points where 
the highly complicated nature of the data 
would lead one to expect doubt. However, 
these qualities are largely literary rather 
than substantial and should not obscure the 
credit due for setting forth the confusing 
intricacies of this highly muddled industry 
so readably and yet with so much thorough- 
ness. 

The “breakdown of competition” is a 
motif which either as major theme or under- 
tone runs through the score of every chap- 
ter. At various points of the discussion the 
suggestion intrudes that perhaps the au- 
thors are using this unhappy industry as a 
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Roman for conveying a critique of competi- 
fon in general. Obviously, inferences con- 
cerning presumptive evils of competition 

ja general would be too much of a by-pro- 
duct to compress within the limits of a two- 
jundred page volume devoted to a single 
igdustry. The troubles of bituminous coal 
gnstitute by themselves a sufficiently large 
gd important subject to preémpt the at- 
iention of both authors and readers. 

As emphasized both in the preface by 
Doctor Mou'ton and by the authors them- 
gives, the book is an interpretation rather 
than an approach to the solution of the bi- 
tuminous problem. Judging from such 
entacts with the industry as the reviewer 
has had, the work of interpreting and criti- 
dsing appears to have been extremely well 
done—so well that everyone who reads the 
book will look forward eagerly for the prom- 
ised volume in which an attempt will doubt- 
less be made to push the problem nearer to 
solution. 

Obviously, it is easy to suggest studies 
and very difficult to make them, but the 
hope may be ventured that in the forthcom- 
ing volume commitment on the question to 
what extent the troubles of bituminous con- 
stitute a problem in public policy and to 


what extent business must find its own way 
out of the morass, may be deferred until con- 
ditions and possible causes, associated with 
such successful operations as may be found, 


| are given most thorough consideration. 


Hamilton and Wright are of course aware of 
numerous oases in this desert of general con- 
fusion. To the extent that it may prove 
possible to expand these oases into larger 
areas of successful tillage (including in this 
success the worker, the consumer and the 
investor )—to that extent the industry itself 
will pass out of the category of backward 
and inefficient business. 

As one approach to the question how can 
a structure of reasonably efficient operation 
be built, it would be helpful to have an an- 
alysis of the industry from the standpoint of 
corporate relationships and their influence 
on the stability of production and distribu- 
tion. For example, what sort of results 
would be shown by an analysis of operations 
carried on by subsidiaries of large indus- 
trial corporations, or by concerns operated 
under continuing contracts with such cor- 
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porations? Such a study, coupled with a 


study of those companies selling in the gen- _ 


eral market that have the best record of 


stable and wholesome conditions together — a 


with profitable operation, might reveala 


way by which other operations could be im- 
proved. Considering the political, 
nomic, and emotional obstacles in the way 
of overhauling the whole industry, any stim- 
ulus to improvement however gradual 
should not be lacking in appeal. 


eco- 


Praying the indulgence of the authors for 


anticipating the forthcoming volume, the 


reviewer again commends the present vol- | 


ume to all thoughtful readers. From the ee 


standpoint of readability and sustained in- 


terest, it would be difficult to improve on 


this story of bituminous coal. 
E. Horcuxiss. 


Cuase, Stuart. Tragedy of Waste. 
296. Price, $2.50. New York: bo 
Macmillan Company, 1926. 


This book brings together within = - 


pages an extraordinary amount of statistical 
material in proof of the fact that the ratio of 


waste in American production is fifty per 
Much of this material isfamiliarand 
His presen- 


cent. 
the author’s thesis is not new. 


tation of evidence is, however, impressive. : Bt 


Starting with the war experiences, he be- 
gins his discussion by the statement, which | 
is amply proven, that the physical produc- _ 
tion of commodities by weight during the 


war period increased from 112—1911-13 _ 
taken as 100—to 125 in 1918. Atthesame 
time there was a notable decrease in the a 
number of persons employed of 10,000,000 


out of 40,000,000 normally employed. In 


other words, 30,000,000 producers turned 
out more food, shelter, clothing, etc., than _ 


40,000,000 had ever done before. 
Starting from this demonstration of the 


possibility of economy with the proper or-— am 


ganization and direction of effort, the au- 
thor standardizes national waste underfour _ 
general headings: (1) waste in consumption, ne 

(2) idle man power, (3) waste in production, — 
(4) waste in distribution, and he adds a 5th — 
minor division under the head of waste in i 


national resources. 


Especially interesting is the criticisnf of _ 
advertising. He takes Mr. Edward Bok’s 
estimate of $1,284,000,000 annual expendi- 
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ture for advertising, representing the wages 
of over 600,000 workers, of which he esti- 
mates that ninety per cent is waste. 


National advertising for the education of 
the consumer, if conducted by some impartial 
and scientific body, might conceivably provide 
a great channel for eliminating wastes in con- 
sumption. But nine-tenths and more of 
advertising is largely competitive wrangling 
as to the relative merits of two undistinguished 
and often indistinguishable compounds—soaps, 
tooth powders, motor cars, tires, snappy suits, 
breakfast foods, patent medicines, cigarettes. 


Advertising of commodities, as he shows, 
is very largely directed toward the substitu- 
tion of the article advertised for some other 
article already in possession of the field; for 
example, the advertising of milk reduces the 
consumption of meat as does also the adver- 
tising of cheese; the advertising of artificial 
silk results in the displacement of cotton 
goods. The advertising of rugs results in 
the displacement of carpets, the advertising 
of aluminum ware results in the displace- 
ment of enamel ware. 

The analysis of idle man-power is the 
most convincing portion of the book. This 
is considered under five heads: Intermittent 
employment. seasonal unemployment, un- 
employment due to business cycles, residu- 
ary unemployment and unemployment due 
to labor turnover. 

Mr. Chase’s discussion of waste in pro- 
duction follows closely the study of the Fed- 

erated American Engineering Societies 
which included six industries: building, tex- 
tile, printing, men’s clothing, boots and 
shoes, and the metal trades. Comparing 
the performance of the best plant with that 

_ of the average plant, the loss in the building 
industry was over fifty per cent and in the 
metal trades three hundred fifty per cent. 
Of this waste, from fifty to eighty per cent 
must be assigned to mismanagement, and 
the balance divided between labor and out- 
side causes. In the Cleveland building 
trades there are 4000 contractors, when not 
400 are needed to do the work. 

Leaving this field of production proper, 
the author makes an impressive showing in 
the field of depression. In 1920, quoting 

Mr. Sidney A. Reeve, production effort ac- 
counted for 49.6 per cent and commercial 
effort 50.4 per cent. In food $20,000,- 
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000,000 was paid by the consumer, of which 
the farmer and the food manufacturer pe. 
ceived $10,000,000,000, and the balance 
went to transportation, jobbers and pp. 
tailers. 

The retail situation shows the greatest 
loss. There is in the country over one re. 
tail store for every twenty-five families, and 
two-thirds of all the expense of running 
these stores is characterized as loss and 
waste. In other words, for each 
store there are two superfluous ones, and to 
wind up the horrible showing, there are 
20,000,000 cook stoves, 20,000,000 hand 
laundries, and 10,000,000 furnaces all waste. 
ful of coal, oil, gas and supplies. 

Space does not permit further summary 
of this massive statistical showing of na- 
tional waste. We must, however, accept 
the author’s pessimistic conclusions with 
some reservations. He sees no way out, no 
remedy. He even doubts the value of his 
work as an aid and introduction to reform. 
The task of industria] reconstruction or 
rather transformation has been too rapid in 
the last fifty years. Industrial and social 
maladjustment is the result. So much 
must be conceded. Many influences are 
now at work, however, some of which are 
enumerated by the author, to improve this 
condition. Most important is the recogni- 
tion that waste exists. That this recogni- 
tion has been made, the author’s summary 
and the results of careful studies of the dif- 

ferent fields which he surveys in his work is 
carefully documented as to its evidence. 
In every line, this recognition of waste is 
leading to the elimination of waste. 

The author has painted a gloomy picture 
and leaves us with not one single ray of 
hope. In this he is too pessimistic. In an 
ideal, completely socialized commonwealth, 
controlled by an immortal and beneficent 
despot—a sort of denatured Mussolini— 
with none of the weaknesses of human na- 
ture stated above; a world organized ac- 
cording to the most advanced ideas of econ- 
omy, efficiency and social welfare, the 
“Tragedy of Waste” could be prevented. 
But with human nature as it is, and with in- 
dustrial democracy recognized as that form 
of organization which is best suited to the 

development of individual powers and tal- 
ents, there is no reason to take such a pes- 
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simistic view of the future. Waste exists. 
Its existence is recognized. The means of 
its elimination, or at any rate its material 
reduction are available and these means are 
being employed on an ever increasing scale. 
It is too much to hope that waste will ever 
be eliminated, but it is reasonably certain 
that it will be greatly reduced. 


E. S. Mean. 
MENDELSOHN, Sicmunv. Saturated Civili- 
sation. Pp. 179. Price, $1.75. New 


York: The Macmillan Company, 1926. 


“The course of human progress, whatever 
form it takes”, states the author, “is 
marked by alternating stages of rise and de- 
dine, acceleration and retardation, ferment 
and exhaustion.” Civilizations develop, 
rise to heights and decay. Applying this 
thesis to the present day, he believes that 
“economically, socially, and politically, 
evidence of overdevelopment and overstim- 
ulation is quite pronounced.” In his 
opinion, the saturation point has been, or 
soon will be, reached. The contribution 
made by the present age to human progress 
has been the uplift of labor, giving it dignity 
and power. The detailed evidence of pres- 
ent-day decay leaves much to be desired 
from the viewpoint of the trained econ- 
omist or sociologist; many of the truths 
presented appear to the reviewer but half 
truths. The general theme, however, is 
very well developed, and, while not entirely 
new, well repays the time spent in read- 


ing. 
W. Hewett. 


Barnes, Harry Eimer. The New History 
and the Social Sciences. Pp. 604. 
New York: The Century Company, 1926. 


In this volume Professor Barnes has 
sought to bring the “social” sciences—his- 
tory, geography, psychology, anthropology, 
sociology, economics, political science, and 
ethics—within the limits of a single point of 
view. It is a vast field, but Mr. Barnes is 
an intrepid explorer, as well as a facile 
writer. 

Social intelligence has long been accu- 
mulating in out of the way corners, and the 
world has been waiting, one may say, for a 
conspectus in which the labors of detached 
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and isolated scholars might be seen in their 
relations to one another, and in their rela- — 


tions to human welfare. Mr. Barnes’ sur- 


vey of the social sciences meets this need. 


It is safe to say that no one else has per- 


formed the task so well, because no one else 
has performed it at all. 

This volume is no mere attempt at a 
classification of the sciences. Neither is it, 


as one might possibly have expected, an a 


analysis of the logic and the methods of the 
social sciences. 
for analysis. 

strong for synthesis. 


On the other hand, he is 


Mr. Barnes does not go in | 5 5 


In the wide horizon 


which this volume surveys we meet menand _ ; 


things, actual life. 


To be sure, in the time- _ 


less sequences to which the new history as- a 


pires, both men and things do tend to be- 
come more or less abstract. Plato and 
Coolidge, St. Augustine and Upton Sin- — 
clair, like the figures in a carnival, are likely 
to jostle one another on the same page. 


This is because they have become, for = 


the purposes of the author, symbols for _ 


ideas. 
One might well imagine that a book — 
which ranged over the whole of human his- 


tory and covered the literature of all the rn ae 
social sciences might have its dull moments. __ 
This is not so. Pages that might otherwise _ 


drag invariably furnish occasion for alarms 
and excursions, and history is enlivened by 
contemporary references; as, for example, 
when the author blames St. Paul and St. 
Augustine for the notorious strictness of 
our present day sex mores. 

Professor Barnes not only writes well, but 
he has what so many historians lack, an al- 
most journalistic sense for news. What- 
ever the new history turns out to be, it is 
bound to be newsy. 


In this survey of the social sciences, — 


sociology, as over against history, has de- 
cidedly the best of it. 
in sociology is good, and nearly everything 
in history is bad. 

It is curious, however, that Mr. Barnes, 
who is so radical an historian, is so conserva- 
tive as a sociologist. He has almost noth- 
ing to say about the “new” sociology, 


Nearly everything _ 


and he does not even seem to have heard of — 
either Simmel in Germany nor of Durkheim 
in France. 


| 
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Epre, Lionet D. Economics: Principles 
and Problems. Pp. xx, 799. New 
York: Thomas Y. Crowell Company, 
1926. 


Within the past two decades the litera- 
ture of economics has been enriched by a 
great number of monographs, technical 
articles, inductive studies and statistical 
material which is the result of special re- 
searches into particular fields and problems. 
The avowed object of Professor Edie’s new 
economics text-book is to integrate this ma- 
terial with the older body of classical 
theory. As the author puts it: “At pres- 
ent, economics is flooded with the piece- 
meal literature of the many sided develop- 
ments of the science. Out of this inchoate 
mass, a synthesis has been made.” 

The book is, in fact, an encyclopedia of 
economic knowledge. Here is digested and 
summarized a great number of recent re- 
ports dealing with such matters as the na- 
tional income, valuation, prices, business 
cycles, consumption, the movement of real 
wages, interest rates, international exchange 
and monetary problems, and so on. This 
is coupled with a statement of the doctrines 
of production, value, distribution, etc., as 
usually found in orthodox treatises. The 
influence of such men as Mitchell, Veblen, 
Hamilton, Friday, and other “institutional” 
economists is clearly revealed, as well as 
that of such organizations as the National 
Bureau for Economic Research, the Insti- 
tute of Economics, and the Pollak Founda- 
tion. 

But the mere placing of this inductive 
material into juxtaposition with the older 
body of economic principles hardly consti- 
tutes a synthesis, and here is a weakness of 
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the new volume. The connection between 
particular problems and the previously pre- 
sented principles, and the relation of the in- 
ductive data thereto, is oftenobscure. The 
work is lacking in continuity and unity. 
These difficulties, coupled with the enor- 
mous mass and scattered nature of the ma- 
terial covered, are likely to make the book 
somewhat unsatisfactory for use as a text in 
introductory courses in economics. 


Professor Edie has done pioneer work 


here, which is of great value in showing the 
varied extent and great range of the subject 
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of economics in its more recent’ de 
ments, and it should prove stimulating an4 
suggestive to subsequent writers, but , 
genuine fusion of modern economic liters. 
ture into a consistent body has yet to by 
made. 

Raymonp T. 


Tuompson, Cart D. Public Ownership, 
Pp. 445. New York: Thomas Y. Crowe 
Company, 1925. 


Although secretary of the Public Owner. 
ship League of America, the author of this 
volume presents it as an unbiased survey of 
the public ownership and operation of utili. 
ties, chiefly in America, but also in foreign 
lands. “We are not concerned,” he de 
clares in his introduction, “with the adyo 
cacy of public ownership at all. It is what 
the cities, states and nations of the world 
have done and are doing that concerns wy 
here.” Judged by this self-imposed stand. 
ard, the work is far from satisfactory. Itis 
a somewhat sketchy description of the 
status of public ownership throughout the 
world, the facts being presented in sucha 
manner as to make the most favorable case 
for increased governmental activity. The 
final chapter is entitled: “Objections to 
Public Ownership Considered.” Twenty 
different objections are presented, and each 
in its turn refuted to the author’s satisfac- 
tion. 

Mr. Thompson uses an extremely broad 
definition of public utilities. He includes 
almost every service performed by a public 
agency from the public schools to the 
weather bureau. It may be in part because 
he attempts to cover such a wide field that 
he fails to do a more satisfactory job. But 
he has managed to include within the covers 
of a single volume a vast amount of informa- 
tion concerning the public ownership and 
operation of utilities, and his contribution 

cannot be ignored by any one interested in 
the subject. 
Austin F. Macpona.b. 


Quiett, Guenn C. and Casey, > 
Principles of Publicity. Pp. vi, 
Price, $3.00. New York: D. Pec 
and Company, 1926. 

Lone, Joun C. Public Relations. Pp. 


Comp 
iss, I 
York 
1925. 
Meta 
public r 
develo P 
= 
licity 
ies years; t 
questio 
high pl 
‘ The 
be 
must p 
toward 
organi 
‘ag 
man i 
| } which | 
warrar 
this pli 
matior 
Yet, 
| the pu 
furnis} 


248. New York: McGraw- Hill Book 


Company, 1924. 
Beanays, Epwarp L. Crystallizing Public 
Opinion. Pp. vi, 218. Price, $2.50. 
New York: Boni and Liveright, 1923. 


Iss, Ivy L. Publicity. Pp. 64. New 
York: Industries Publishing Company, 


1925. 


Metamorphosis of the press agent into the 
public relations counsel, and the consequent 
development of a new profession with pub- 
lie-spirited motives and a keen social con- 
sciousness is seen by the authors of these 
four books which are among many recent 
yolumes on the subject. Standards of pub- 
licity have improved during the last few 
years; there is little doubt of this. Yet it is 
questionable whether they have reached the 
high place accorded by these writers. 

The chief controversy concerning the 
ethics of publicity centers around its use in 
the newspaper. Although granting that to 
be so used ethically, newspaper publicity 
must present the facts, they hold that its 
purpose is to create a favorable impression 
toward the publicity-seeking institution or 
organization. The purpose of the news- 
paper, on the other hand, is to present facts 
objectively and without bias. Because of 
his point of view, therefore, the public rela- 
tions counsel is in danger of becoming a 
propagandist. 

With a special point of view, the publicity 
man is tempted to offer only those facts 
which bear out his conclusion or to reach un- 
warranted interpretations. When he reaches 
this place, he is no longer a dispenser of infor- 
mation—an educator—but a propagan- 
dist, a special pleader, an insidious force. 
Yet, without doubt, there is a place for 
the publicity man. It should be his job to 
furnish neglected information to the public 
through the various media at his command. 
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The trend of opinion based on asinine factshe 
should leave to the public, rather than try- 
ing to control it for his advantage. Thatis 
education, and the right-minded public rela- 
tions counsel is an educator. 

These four books are a decided step to- 
ward a better type of publicity. They have 
set forth the facts of the profession with 
frankness. They are an attempt to raise 
standards. Theauthorsdeservethethanks 
of those who are interested ineducationand 
public opinion. 

HicGinBoTHaM. 


Harris, Norman Dwicut. Europeandthe 
East. Pp. 677. Price, $5.00. Boston: — 
Houghton Mifflin Company, 1926. 


This book tells the story of the attempts 
of the Western Powers to impose their 
control upon the industrially retarded 
peoples of the East. The chapters deal 
with European efforts at domination 
throughout Asia and sketch the modern 
political history of Turkey, Persia, Central 
Asia, India, Tibet, Indo-China, Siam, _ 
China and her outlying provinces, Japan, _ 
Korea and some of the islands of the 
Pacific. The author thus brings within 
the covers of a single book the description _ 
of imperialistic ventures throughout the 
world’s most populous continent and 
summarizes in convenient form the main 
aspects of one of the most significant move- 
ments in modern times. Professor Harris 
believes it to be imperative that the West — 
should by honest dealing win back the 
lost confidence of the East, but that it 
would be a mistake for the East to reject 
precipitately the assistance of the West. 
Friendly and intelligent co-operation be- 
tween the two is necessary. The large 
amount of material is admirably presented 
and an excellent bibliography is included. 
Benvamin H. 
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